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Founder’s  Letter 


By  John  E.  Herzog 

The  year  2004  has  begun  as  one  of 
challenge  and  change  for  the  Museum. 
As  I write,  we  are  in  the  midst  of  a 
search  for  an  executive  director  after 
the  departure  of  Brian  Thompson  at 
the  end  of  2003.  In  Brian’s  five-year 
tenure  here,  the  Museum  achieved 
some  of  its  most  impressive  accom- 
plishments. Under  his  leadership,  the 
Museum  became  an  Affiliate  of  the 
Smithsonian  Institution,  as  well  as  a 
public  charity,  and  Brian’s  creativity 
brought  to  life  some  of  the  Museum's 
most  popular  exhibitions. 

Filling  his  shoes  will  not  be  easy, 
bur  we  are  confident  that  we  will  find 
a capable  leader  to  bring  the  Museum 
to  the  next  level  of  its  development  as 
an  institution,  especially  as  we  seek  a 
permanent  home.  1 believe  this  will  be 
a year  of  tremendous  opportunity  and 
growth  for  the  Museum. 

This  year  also  marks  the  bicentennial 
anniversary  of  one  of  financial  history’s 
most  important  events.  On  July  1 1, 
1 804  Alexander  Hamilton,  the  coun- 
try’s first  Secretary  of  the  Treasury,  was 
killed  in  history's  most  famous  duel  by 
long-time  rival  and  Vice  President  of  the 
United  States  Aaron  Burr.  Hamilton's 


death  brought  an  early  end  to  one  of  the 
country’s  most  brilliant  minds,  but  the 
visionary  financial  systems  Hamilton 
created  live  on  today,  the  envy  of  many. 

The  list  of  Hamilton’s  accomplish- 
ments is  long,  but  it  includes  establish- 
ing the  national  debt,  (“a  blessing...”), 
and  issuing  the  first  U.S.  Government 
bonds.  Hamilton  is  thus  considered  the 
architect  of  the  democratic  financial 
system.  He  also  wrote  the  “Report  for 
Manufacturing,”  which  was  prescient 
in  the  country’s  evolution  from  an 
agrarian  to  manufacturing  society,  and 
he  founded  the  Bank  of  New  York, 
the  nation’s  second-oldest  bank,  just  a 
few  blocks  from  the  Museum  on 
Wall  Street. 

To  commemorate  this  important 
anniversary,  the  Museum  will  display 
Hamilton  documents  from  the  perma- 
nent collection  including  a letter  written 
and  signed  by  Hamilton  in  1791  to  the 
Bank  of  New  York  authorizing  the 
cashier  to  spend  $50,000  toward  the 
purchase  of  the  newly  created  public 
debt.  The  Museum  will  also  exhibit  a 
rare  copy  of  The  Balance  and 
Columbian  Repository  newspaper 
from  August  14,  1 804.  The  front  page 


Museum  founder  John  E.  Herzog  (left) 
with  author  Allan  Meltzer  (center)  and 
NYU  Stern  School  Dean  Thomas  Cooley 
at  a Museum  event  in  December. 

is  dedicated  to  an  editorial  discussing 
the  duel. 

Items  from  the  Museum’s  Hamilton 
collection  will  also  be  displayed  in  the 
New- York  Historical  Society’s  upcom- 
ing exhibit,  “Alexander  Hamilton:  The 
Man  Who  Made  Modern  America,” 
which  will  run  from  August  28,  2004 
through  February  28,  2005.  And,  on 
May  25,  2004  members  are  invited  to 
attend  a lecture  and  signing  by 
renowned  author  Ron  Chernow  on  his 
new  book,  Alexander  Hamilton  (see 
events  calendar,  page  37). 

1 hope  to  see  many  of  you  in  the 
gallery  and  at  our  events,  and  as 
always  1 thank  you  for  your  contin- 
ued support,  which  makes  all  of 
this  possible.  03 
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Message  to  Members 


By  Meg  Ventrudo,  Assistant  Director 
for  Exhibits  and  Education 

Wall  Street  has  experienced  much 
change  in  the  past  50  years,  and  the 
Museum  continues  to  explore  the 
many  diverse  aspects  of  the  financial 
community.  In  this  issue,  we  recog- 
nize the  achievements  of  women  on 
Wall  Street  with  a feature  on  the 
Women’s  Syndicate  Association. 
Founded  in  1950,  the  organization 
provides  support  and  networking 
opportunities  for  women  in  the  syndi- 
cate departments  of  Wall  Street  firms. 
The  work  of  these  women  continues 
to  pave  the  way  for  women  working 
in  the  financial  arena. 

This  June,  the  Museum  will  explore 
labor  history  with  the  opening  of 
“Coming  Up  on  the  Season:  Migrant 
Farmworkers  in  the  Northeast,”  a 


Meg  Ventrudo  (left)  with  Diane  Brendel 
( center ) and  Dorothy  Dachinger  of  the 
Women’s  Syndicate  Association. 


traveling  exhibit  developed  by  Cornell 
University.  It  is  a little-known  fact 
that  the  Northeast  still  produces  much 
of  the  nation’s  food.  It  is  our  hope  that 
the  exhibit  will  educate  the  public 
about  the  historic  and  continuing  uses 
of  migrant  farm  laborers  in  the  region 
and  about  the  place  these  workers 
occupy  in  the  system  that  supplies 
Americans  with  food.  The  exhibit  will 


run  from  June  through  November  in 
the  Museum’s  gallery  at  28  Broadway. 

When  you  visit,  we  hope  you  will 
also  explore  some  of  the  other  museums 
of  lower  Manhattan.  The  Downtown 
community  is  home  to  a diverse  array 
of  cultural  institutions,  and  the 
Museum  is  part  of  a consortium  of  14 
museums  below  Houston  Street  that 
has  received  a federal  grant  to  pro- 
mote cultural  tourism  Downtown. 
Check  the  papers  for  the  “New  York 
Starts  Here”  advertising  campaign 
beginning  this  Spring.  This  initiative 
will  kick-off  with  a free  day  of 
museum  activities  and  programs  at  the 
World  Financial  Center  on  Sunday, 
May  1 6 (see  events  calendar,  page  37). 

Now  that  the  snow  has  finally 
melted  and  the  cold  has  subsided, 
we  hope  to  see  you  in  the  Museum 
soon.  HD 


Museum  Acquires  Rare  French  Royal  Loan  Collection 


By  Ben  Tamlyn 

In  2003,  the  Museum  acquired 
through  a generous  gift  a rare  collec- 
tion of  French  royal  loan  documents. 
As  the  Museum’s  archival  intern,  I 
have  been  given  the  opportunity  to 
help  store,  arrange,  and  catalog  this 
new  addition  to  the  Museum’s  perma- 
nent collection. 

The  French  royal  loan  documents 
are  made  up  of  190  rentes,  which  in 
this  context  are  a form  of  annuity, 
and  61  receipts  for  interest  payments. 
Rentes  were  a means  by  which  the 
French  government  raised  money  on 
future  tax  and  duty  revenues  by  sell- 
ing annuities  to  investors.  Some 
rentes  were  restricted  to  the  lifetime 
of  the  investor  or  the  designated 
annuitant;  others  were  payable  for  an 
indefinite  period. 


In  this  collection  of  documents,  the 
rentes  date  from  1689  to  1788.  The 
oldest  interest  payment  receipt  in  the 
collection  dates  from  1529.  The  rentes 
are  contracts  printed  on  cotton-rag 
paper,  with  handwritten  additions,  notes, 
calculations,  and  signatures.  They  set 
forth  the  terms  of  the  royal  edict  that 
authorized  the  issue  and  the  amount 
of  interest  to  be  paid.  Receipts  (quit- 
tances) for  money  paid  by  investors  to 
the  French  royal  treasury  are  sewn 
into  nearly  all  of  the  rentes  in  the  col- 
lection. The  quittances  are  printed  on 
vellum,  with  handwritten  additions 
and  signatures. 

Investors  in  rentes  found  that  lend- 
ing money  to  an  absolute  monarch 
was  sometimes  a risky  proposition. 
When  the  king  was  in  financial  straits, 
he  could  arbitrarily  reduce  the  amount 
of  an  issue’s  interest  or  principal.  B3I 


Museum  archival  intern  Ben  Tamlyn. 


Ben  Tamlyn  is  an  archival  intern  at  the 
Museum.  Tie  is  currently  pursuing  a 
Master’s  degree  in  Library  Sciece  and  an 
archives  certificate  at  Queens  College. 
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Museum  Launches  Author  Series  With  Wall  Street 
Rising,  and  Continues  Partnership  with  NYU 


By  Kristin  Aguilera 

This  Winter,  the  Museum  introduced 
a financial  author  series  co-sponsored 
with  Wall  Street  Rising,  a non-profit 
coalition  of  businesses,  industries  and 
residents  of  Lower  Manhattan  dedi- 
cated to  restoring  the  vibrancy  and 
vitality  that  existed  Downtown  prior 
to  September  n,  2001.  The  series 
launched  on  January  22  with  a talk 
and  signing  by  Money  magazine 
columnist  and  Museum  Trustee  Jason 
Zweig  on  The  Intelligent  Investor , the 
classic  Benjamin  Graham  book  which 
Zweig  revised  in  2003. 

The  series  continued  with  a slide 
show,  talk  and  signing  by  renowned 
author  Patricia  Beard  on  After  the 
Ball:  Gilded  Age  Secrets,  Boardroom 
Betrayals,  and  the  Party  That  Ignited 
the  Great  Wall  Street  Scandal  of  /yoy 
on  February  19  and  will  conclude 
with  a lunchtime  talk  at  noon  on 
March  30  by  novelist  David  1 iss  on  A 
Spectacle  of  Corruption.  Lass’s  mys- 


teries, which  focus  on  financial  scan- 
dals and  scoundrels,  have  made  him 
one  of  the  world’s  most  beloved 
authors  of  topical  literary  historical 
fiction.  All  of  the  programs  in  this 
series  are  held  in  the  new  Downtown 
Information  Center  at  25  Broad 
Street,  across  from  the  New  York 
Stock  Exchange,  and  are  free  and 
open  to  the  public. 

The  Museum  and  the  New  York  Uni- 
versity Stern  School  of  Business  will  also 
continue  their  partnership  with  the  sec- 
ond annual  Spring  Author  Series,  which 
will  liegin  on  April  1 with  a talk,  signing 
and  reception  with  New  York  Times 
Wall  Street  reporter  Alex  Berensen  on 
The  Number  (see  book  review,  page  34). 
Please  note  that  reservations  are 
required  for  all  events  in  the  NYU  series. 
For  more  information  on  the  Museum’s 
upcoming  events,  please  see  our  Events 
Calendar  (page  37)  or  visit  us  online  at 
www.financialhistory.org.  OGJ 


Allan  Meltzer  signs  copies  of 
A History  of  the  Federal  Reserve  at  N YU. 


Jason  Zweig  signs  copies  of 
The  Intelligent  Investor  at  Wall  Street  Rising. 
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Mr.  Jonathan  Auerbach 

Mr.  Arnold  Beiles 

Dr.  &:  Mrs.  Gene  Block 

Mr.  Jay  A.  Buckingham 

Mr.  Michael  A.  Carabini 

Mr.  N Mrs.  Steve  Ehrlich 

Mr.  Lawrence  Falater 

Mr.  Keith  C.  Kanaga 

Dr.  Alan  S.  Luria,  MD 

Mr.  Martin  E.  Messinger 

Mr.  Ted  Moudis 

Ms.  Suzanne  J.  Muntzing 


Mr.  Robert  l..  Plankenhorn 
Mr.  Peter  Poulakakos 
Mr.  Laurence  B.  Siegel  and 
Mrs.  Connie  O’Hara  Siegel 
Mr.  Murry  Stegelmann 
Mr.  Charles  R.  Treuhold 
Dr.  James  E.  Welch 
Ms.  Kathleen  Wilson 
Ms.  Roberta  Woldow 

The  Museum  thanks  all  contributors 
for  their  continued  support.  To  learn 
how  you  or  your  organization  can 
participate  in  the  Museum’s  program, 
educational,  and  service  mission, 
please  call  212-908-4519. 
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The  Women’s  Syndicate  Association  Celebrates  so  Years 


Museum  adds  oral  histories  f> 

By  Kristin  Aguilera 

The  Museum  recognized  the  achieve- 
ments of  women  on  Wall  Street  by 
recording  the  oral  histories  of  the  past 
presidents  of  the  Women’s  Syndicate 
Association  (WSA)  at  the  organiza- 
tion’s 50th  anniversary  reception  on 
October  23,  2003.  The  oral  histories, 
along  with  photographs  and  other 
memorabilia  illustrating  the  WSA’s 
past  50  years,  have  been  added  to  the 
Museum’s  permanent  collection. 

The  reception  was  appropriately 
held  in  India  House,  the  old  cotton 
exchange  building  above  what,  until 
recently,  was  the  legendary  Wall  Street 
watering  hole  Harry’s  of  Hanover 
Square.  At  the  event,  past  presidents 
and  current  members  of  the  WSA 
swapped  stories  of  how  they  were  able 
to  rise  through  the  ranks  of  the  male- 
dominated  brokerage  firms,  and  how 
the  WSA  helped  in  their  struggle. 

Gloria  Calicchia,  president  of  the 
organization  in  1985,  began  working 
on  Wall  Street  in  the  early  ’70s.  She 
describes  her  first  day  at  a competitive 
bid  in  1973  as  follows: 

I walked  in  and  there  was  this  sea  of 
men...  I said  ‘Good  Morning!’  I did- 
n’t get  a ‘Hurrumph’  out  of  anyone. 
Now,  I had  been  a secretary  and  I 
knew  shorthand.  After  they  spoke 
about  the  bonds,  they  would  call  out 
a list  of  prospective  buyers.  You  had 
to  take  down  all  of  the  names  and 
go  back  to  your  office  and  tell  the 
salesmen,  ‘These  are  people  who 
might  be  buyers  of  these  bonds.’  So, 
naturally,  knowing  shorthand,  I got 
all  the  names.  So  the  fellas  would 
then  come  over  to  me  and  ask  me  if 
l got  the  names.  Finally,  they  started 
saying  ‘Good  Morning’  to  me! 


n leading  Wall  Street  women’s 

Ms.  Calicchia  was  one  of  many 
women  who  entered  Wall  Street  as  a 
secretary,  but  who  aspired  to  a higher 
position  in  the  financial  world. 
Dorothy  Dachinger  began  working  on 
Wall  Street  in  the  late  1960s,  when 
women  were  not  even  allowed  to 
stand  or  sit  in  many  of  the  downtown 
restaurants  and  bars.  But  by  the  time 
she  became  president  of  the  WSA  in 
1986,  women  were  being  trusted  with 
positions  of  increasing  importance  in 
the  financial  community. 

“The  women  in  the  organization 
were  realizing  that  they  were  no  longer 
just  secretaries  and  sales  assistants;  our 
world  was  changing,”  she  said. 

Maria  Serpico-Aiello  said  the  mem- 
bers of  the  WSA  inspired  her  to  make 
finance  her  career. 

Our  department  had  what  seemed 
like  10,000  phone  lines,  and  many 
of  them  were  connected  directly 
to  other  firms  and  being  answered 
by  women  whose  names  were 
Josephine,  Erica,  Joanne,  Vicki, 
Michelle,  and  Bonnie.  They 
weren’t  relaying  messages,  but 
making  decisions  and  doing 
trades.  I was  fascinated  and  com- 
pelled. This  was  my  direction  for 
sure.  Their  commonality  not  only 
lay  in  their  field  of  expertise,  but  in 
an  organization  called  the  Women’s 
Syndicate  Association. 

Michelle  Petropoulos,  who  has  been 
involved  with  the  WSA  for  more  than 
20  years  and  served  as  its  president  in 
1989,  described  the  organization’s  role 
as  follows: 

We  have  helped  each  other  in  the 
areas  of  product  knowledge  and  net- 
working. There  have  been  numerous 
instances  where  a member  has 


organization  to  its  collection 


Maria  Serpico-Aiello,  past  president  of  the 
WSA,  speaks  at  the  50th  anniversary  event. 


needed  a helping  hand  with  job 
placement  or  introduction  to  a 
counterpart  at  a competing  firm. 
Whatever  the  need,  the  members  of 
the  WSA  have  acted  in  a profes- 
sional and  courteous  manner.  Many 
of  us  can  credit  our  success  to  the 
relationships  we  have  cultivated 
through  the  WSA. 

Perhaps  Josephine  Brandine,  presi- 
dent of  the  WSA  in  1980  and  1988, 
sums  it  up  best. 

“Our  contributions  never  made  it  to 
the  Wall  Street  Journal ; our  contribu- 
tions were  to  each  other.  Did  we  change 
history?  No.  But  we  changed  each 
other’s  lives.  We  became  more  aware, 
better-informed,  trusting  in  the  confi- 
dence of  our  membership,  and  secure  in 
the  network  we  created.  That’s  the 
legacy  of  the  WSA,”  she  said.  BO 

Kristin  Aguilera  is  the  Communica- 
tions Director  of  the  Museum  and  the 
editor  of  Financial  History  magazine. 
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Past  presidents  of  the  WSA.  Back  Rote  (left  to  right):  Nancy  Boyles,  Arlene  Salmonsan, 
Warworn  Dt.Maggio,  Olga  Gtidal,  Dorothy  Dachinger,  Michelle  Petropoulos,  Vicki  fillet, 
Ron  Addarich  and  Kathy  Wilson,  front  Rote  (left  to  right):  Carol  Shaheen,  loan  Sarath. 
Carol  Wolda.  Josephine  Brandine,  Maria  Serpico- Aiello  and  Gloria  Calicchia. 


Farewell  to  a 
Wall  Street  Landmark 

By  Josephine  Brandine 

Thf.  closing  of  Harry’s  Hanover 
Square  restaurant  didn't  have  the 
impact  of  the  AT&T  breakup  or  of  the 
many  mergers  and  purges  of  the  last 
two  decades,  but  if  you  were  a woman 
who  worked  on  Wall  Street  in  the 
1970s,  it  had  an  even  bigger  impact. 

In  the  1 950s,  Harry  Poulokokos 
was  the  maitre'd  of  Oscar’s  Delmonico, 
a revered  watering  hole  in  lower  Man- 
hattan. Women  were  not  permitted  to 
“stand"  at  the  bar  of  that  and  other 
Wall  Street  establishments  at  that  time. 
We  could  go  in  there,  of  course,  but 
were  seated  in  an  area  away  from  the 
bar.  Since  many  of  my  women  friends 
and  1 were  working  in  the  trading 
rooms  of  brokerage  firms  by  day, 
elbow  to  elbow  with  the  same  men 
who  were  three  deep  at  the  bars  in  the 
evening,  it  was  more  than  just  discrim- 
inatory, it  was  a dismissal. 

Harry,  always  sympathetic  to  cus- 
tomers' needs,  knew  that  a change  was 
in  the  air,  and  when  he  was  able  to  buy 
the  old  Hanover  Square  Restaurant  in 
l972-,  he  proudly  announced  that 


women  would  not  only  be  allowed  to 
stand  at  his  establishment,  but  would 
be  recognized  as  equals.  At  his  grand 
opening,  my  women  friends  and  1 
walked  down  the  steps  into  that  noisy, 
crowded  bar  and  were  ready  to  find  a 
table  somewhere  when  Harry  himself 
pushed  himself  through  the  throng, 
took  our  arms  and  led  us  to  the  bar. 
“Jerry,”  he  said,  “serve  these  ladies  a 
drink  and  anytime  you  see  them  here, 
you  give  them  their  first  one  on  me.” 

His  partner,  friend  and  wife,  Adri- 
enne, was  always  by  his  side.  With 
eyes  everywhere  she  noted  that  even 
though  we  wanted  equality  with  the 
men,  it  was  required  that  we  were 
treated  with  respect.  Rough  language 
was  routine  in  our  day-to-day  jobs, 
but  at  I larry's,  a raised  eyebrow  from 
Harry  or  Adrienne  altered  many  a 
beer-loosened  male  tongue.  Harry’s 
was  a class  act. 

Our  women’s  group  celebrated  its 
30th  anniversary  at  Harry’s  in  1980 
and  had  its  monthly  lunches  there  for 
20  years.  We  watched  markets  crash 
and  burn  there  on  the  ticker  tape  over 
the  bar,  and  celebrated  the  record 
“up"  days  with  a hundred  or  so  of  our 
Wall  Street  buddies.  It  was  where  we 
went  when  we  didn’t  want  to  go  right 


Carol  Shaheen  served  as 
president  of  the  W'SA  in  iy8z. 


home,  but  the  same  place  we  took  our 
families  when  they  came  into  the  City. 
Although  there  were  other  places 
throughout  the  years  that  had  sort  of 
a claim  on  our  affections,  his  unique 
caring  about  his  customers  made 
Harry,  and  his  Hanover  Square  restau- 
rant, one  of  a kind. 

I’m  retired  now  but  have  made 
many  visits  downtown  to  visit  friends, 
and  we  invariably  meet  at  Harry’s. 
After  9/1 1,  when  everyone  had  a 
vacant  stare  on  their  faces,  Harry's 
was  perhaps  the  most  vacant  of  all.  In 
that  most  horrific  of  times,  the  sadness 
he  saw  that  day  has  remained  with 
him  ever  since.  I can't  even  imagine 
how  many  of  those  lost  souls  stood  at 
that  bar  alongside  him  all  those  years. 

There  are  probably  dozens  of  peo- 
ple who  could  put  this  into  better 
words  than  I am,  but  in  the  closing  of 
Harry’s  Hanover  Square,  another 
special  part  of  Wall  Street  tradition  is 
put  to  rest.  I know  I’m  not  the  only 
one  who  mourns  its  loss. 


Josephine  Brandine  is  a past  president 
of  the  Womens  Syndicate  Association. 
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Richard  Grasso,  Nathan  Prime, 
and  Stock  Exchange  Transformation 


By  Dan  Cooper  and  Brian  Grinder 

The  recent  resignation  of  Richard 
Grasso  as  chairman  and  CEO  of  the 
New  York  Stock  Exchange  makes  it 
tempting  to  rummage  through  the 
annals  of  financial  history  and  dredge 
up  all  the  Richard  Whitney-type  scan- 
dals that  have  plagued  the  leaders  of 
that  venerable  institution  over  the  past 
200  years.  While  it  might  make  scintil- 
lating reading,  such  an  act  wouldn’t  be 
fair  to  Mr.  Grasso  or  to  you,  the 
reader.  According  to  the  NYSE  web- 
site, Grasso,  who  began  his  tenure  as 
chairman  and  CEO  in  June  of  1995, 
was  the  “first  person  to  be  promoted 
to  that  position  from  the  professional 
staff”  of  the  NYSE.1  Under  Grasso,  the 
NYSE  moved  from  an  exchange  mired 
in  technological  backwaters  to  an 
institution  on  the  forefront  of  trading 
technology.2  Grasso  pushed  the  NYSE 
kicking  and  screaming  into  the  21st 
century.  The  changes  and  innovations 
he  supported  probably  kept  the 
exchange  from  becoming  nothing 
more  than  an  historical  relic.3 

Others  throughout  the  history  of 
the  NYSE  have  also  had  a positive 
impact  on  its  development.  Their 
actions  enabled  the  exchange  to  sur- 
vive and  thrive  in  the  ever-changing 
world  of  finance.  One  need  look  no 
further  than  Nathan  Prime,  the  first 
president  of  the  NYSE’s  forerunner  — 
the  New  York  Stock  and  Exchange 
Board  (the  Board  hereafter)  — to  find 
an  individual  whose  actions  led  to  the 
early  success  of  the  country’s  develop- 
ing financial  markets. 

Historians  have  noted  the  swift 
development  of  financial  markets  in  the 
early  history  of  the  U.S.  Robert  E. 
Wright  contends  that  during  “the  1780s 


and  1 790s  the  U.S.  experienced  a finan- 
cial revolution  that  caused  the  nation’s 
19th  century  growth  spurt.”  Likewise 
Richard  Sylla  writes,  “A  fact  under- 
appreciated  about  the  rise  of  the  U.S.  in 
the  world  economy  is  that  a modern, 
’world  class’  financial  system  — by  the 
standards  of  the  time — emerged  virtu- 
ally at  the  beginning  of  the  nation’s  his- 
tory and  provided  a solid  underpinning 
for  the  nation’s  growth  and  develop- 
ment.” Sylla  also  notes  that  while  the 
banking  system  of  this  period  has  been 
well  studied,  the  securities  markets  have 
been  “relatively  neglected.”  Nathan 
Prime  was  a key  player  in  the  develop- 
ment of  those  securities  markets. 

Much  of  Prime’s  story  has  been  lost 
in  the  fog  of  legend  and  the  passing  of 
years.4  It  would  appear  that  he  began 
his  career  in  a classic  rags-to-riches 
manner  as  the  coachman  of  a wealthy 
Boston  merchant.  The  merchant  evi- 
dently lent  Prime  money  to  start  a bro- 
kerage business  in  1795.  This  was  a 
tough  year  to  start  a Wall  Street  ven- 
ture because  the  Duer  scandal  of  1792 
was  still  fresh  on  the  young  nation’s 
mind.  The  ensuing  Panic  of  1792  actu- 
ally led  to  the  banning  of  public  securi- 
ties auctions  in  the  state  of  New  York, 
and  there  was  little  business  to  be  had. 
Initially  Prime  was  very  active  in  the 
note  shaving  business,  but  he  quickly 
expanded  into  other  areas  including 
market  making,  private  banking,  and 
international  finance.  Edwin  J.  Perkins 
singles  out  Prime’s  company  as  one  of 
the  most  innovative  firms  in  New  York: 
“Prime  kept  a modest  inventory  of  the 
most  regularly  traded  securities  and 
made  a market  for  them  by  offering  to 
buy  or  sell  continuously  at  published 


bid  and  ask  prices.”  His  market-mak- 
ing activities  in  Manhattan  Company 
shares  are,  according  to  Walter  Werner 
and  Steven  T.  Smith,  the  “earliest  doc- 
umented instance  of  this  type  of  securi- 
ties activity.”  In  the  absence  of  a formal 
exchange,  market  makers  such  as 
Prime  performed  an  essential  function. 
Furthermore,  Prime  provided  a much 
needed  service  for  investors  by  regu- 
larly publishing  the  prices  of  securities. 

There  is  an  interesting  25-year  lag 
between  the  signing  of  the  Buttonwood 
Agreement  of  1792  and  the  develop- 
ment of  a formal  exchange  system  in 
New  York.  Indeed,  reaction  to  the 
financial  scandal  of  that  same  year 
nearly  killed  New  York’s  fledgling 
securities  industry.  Fortunately,  trading 
volume  increased  over  the  years  at  a 
slow  but  steady  pace  until  a renewed 
interest  in  government  securities  during 
the  War  of  1 8 1 2 caused  a sharp  increase 
in  volume.  The  informal  trading  systems 
centered  around  the  famous  Tontine 
Coffee-House  were  soon  overwhelmed 
by  such  unprecedented  volume.  Another 
sore  point  with  the  New  York  brokers 
was  the  Philadelphia  Stock  Exchange’s 
success  in  attracting  more  European 
business  than  their  unorganized  New 
York  counterparts.  A Philadelphia  Stock 
Exchange  document  recounting  its 
history  describes  the  actions  of  the 
New  York  traders:  “Recognizing  that 
the  success  of  the  Philadelphia 
Exchange  was  due  largely  to  its  princi- 
ples of  organization,  in  1817  the  New 
York  brokers  sent  young  William 
Lamb  to  learn  what  he  could  about 
how  the  Philadelphia  Stock  Exchange 
worked.  He  came  back  with  enough 
notes  that  the  New  York  brokers 
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Richard  Grasso,  former  head  of  the  XYSF. 


could  draw  up  a constitution,  which 
was  almost  an  exact  copy  of  the  char- 
ter of  the  Philadelphia  Exchange. 
Their  new  organization  was  called  the 
New  York  Stock  and  Exchange  Board.” 

It  is  clear  that  Nathan  Prime  was  a 
key  player  in  the  founding  of  the 
Board.  What  is  unclear  is  whether  he 
was  the  first  president  of  the  Board  or 
simply  president  of  the  committee  that 
founded  the  Board.  The  minutes  of  a 
February  14,  1817  meeting  designate 
Prime  as  president,  hut  Francis  E. 
Eames,  in  his  history  of  the  NYSE, 
identifies  an  A.  Stockholm  as  presi- 
dent during  the  first  year  of  the 
Board’s  existence.  In  spite  of  the  con- 
fusion, we  know  that  Prime  was  on 
the  committee  that  drew  up  the  arti- 
cles of  association  and  that  lie  helped 
to  revise  the  organization’s  constitu- 
tion in  1820.  There  is  no  doubt  that 
he  played  a very  influential  role  in 
establishing  the  Board  and  that  he 
continued  to  work  to  make  ir  a success 
after  its  founding. 

dhe  Board  was  successful  in 
attracting  more  business  to  Wall 
Street.  Its  success  helped  New  York  to 
eventually  eclipse  Philadelphia  as  the 
nation’s  financial  capital.  In  1863, 
when  the  Board  changed  its  name  to 
the  New  York  Stock  Exchange,  it 
again  faced  new  challenges  from 
exchanges  that  operated  on  a continu- 
ous basis  instead  of  the  two-a-day 
auction  format  used  by  the  NYSE. 
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Although  the  NYSE  was  slow  to  react 
to  this  threat,  it  was  able  to  regain  its 
position  as  the  nation’s  premier  stock 
exchange.  Throughout  its  history,  the 
NYSE  has  been  able  to  adapt  to 
changes  and  overcome  many  obsta- 
cles. It  has  survived  largely  because  of 
the  vision  of  men  such  as  Prime. 

Once  the  media  hype  dies  down, 
history  will  judge  Richard  Grasso's 
performance  as  head  of  the  NYSE.  As 
of  now,  it  is  unclear  whether  his  lead- 
ership during  uncertain  times  will  sim- 
ply be  overwhelmed  by  his  apparent 
greed.  Will  he  be  viewed  as  a dynamic 
leader  or  an  aggressive  bully?  Will  his 
name  be  mentioned  with  the  likes  of 
Prime?  or  Whitney?  Perhaps  he  too 
will  be  lost  in  the  fog  of  legend. 

Dr.  Dan  Cooper  is  the  president  of 
Active  Learning  Technologies.  Brian 
Grinder  is  a professor  at  Eastern 
Washington  University  and  a member 
of  Financial  History’s  editorial  hoard. 
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Notes 

r.  He  had  been  president  of  the  NYSE  since 
1988  and  worked  there  for  36  years. 

2.  H.  Carl  McCall  summed  up  Grasso’s 
accomplishments  when  the  new  con- 
tract that  ultimately  led  to  his  downfall 
was  announced:  “Under  Dick’s  leader- 
ship, the  NYSE  has  experienced 
tremendous  growth  and  success.  It  has 
added  1,549  of  its  2,800  listed  compa- 
nies, including  most  of  our  nearly  500 
non-U. S.  companies.  During  this  period 
the  market  capitalization  of  the  compa- 
nies listed  on  the  NYSE  has  more  than 
doubled  to  $14.8  trillion.  And  through- 
out his  term,  Dick  has  shown  an  unwa- 
vering commitment  to  regulation  and 
the  interests  of  America’s  85  million 
investors.  From  his  commitment  to  tech- 
nology and  innovation,  to  leading  the 
securities  industry  out  of  the  tragedy  of 
9/1 1,  to  his  unwavering  commitment  to 
investor  protection,  Dick’s  leadership 
has  been  outstanding.” 

3.  Grasso,  of  course,  is  not  without  his 
critics.  See  Ip  et.al.  which  among  other 
things  faults  Grasso  for  his  staunch 
defense  of  the  specialist  system. 

4.  One  of  the  best  accounts  of  Nathan 
Prime’s  career  is  found  in  Werner  and 
Smith,  pp.  50-54. 
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FINANCIAL  SCANDAL  OF  THE  1860s 

BY  SANFORD  J.  MOCK 


Corporate  chicanery  was  not 
invented  in  the  recent  years  of  the 
new  century.  Public  bilking  reached 
an  art  form  in  the  latter  half  of  the 
1800s.  In  that  age,  replete  with  finan- 
cial outrages,  the  most  flagrant,  most 
notorious  scandal  was  the  Credit 
Mobilier  of  America. 

This  exotic  name  was  lifted  from 
the  Credit  Mobilier  of  France  by  a 
clipper-ship  owner  named  George 
Francis  Train,  who  the  New  York 
Herald  labeled  “a  man  who  might 
have  built  the  pyramids  or  been  con- 
fined in  a strait  jacket  for  eccentrici- 
ties, according  to  the  age  he  lived 
in.”  The  French  company  was  a 
builder  of  public  utilities,  with  a 
unique  modus  operandi  that  lent 
itself  to  cheating.  It  seemed  an 
appropriate  vehicle  for  heavy  invest- 
ment by  Train  and  his  early  partner, 
Dr.  Thomas  C.  Durant,  for  the  great 


construction  project  of  the  1860s, 
the  transcontinental  railroad. 

The  nation  was  preoccupied  with 
the  Civil  War.  The  main  task  of  Con- 
gress was  to  raise  and  equip  the  North- 
ern army,  and  the  national  desire  for 
the  cross-country  railroad,  though 
existent,  was  not  a top  priority.  Presi- 
dent Abraham  Lincoln,  formerly  a suc- 
cessful railroad  lawyer,  still  cherished 
the  old  dream  of  linking  the  east  and 
west  coasts  by  rail,  despite  the  other 
demands  on  his  time  and  energy. 

An  effective  advocate  for  the  con- 
cept was  a young  engineer  from  Cali- 
fornia’s railroad,  the  Central  Pacific 
(CP).  Theodore  D.  Judah  outlined  the 
advantages  for  Congress:  The  govern- 
ment would  save  millions  in  the  future 
in  transporting  troops,  munitions,  and 
mail.  Emigration  to  the  Pacific  Coast 
would  be  facilitated,  the  Great  Plains 
could  be  developed,  the  Indians 


quelled,  and  no  foreign  army  would 
dare  attack  California. 

President  Lincoln  said  that  the  gov- 
ernment “had  all  it  could  possibly 
handle  in  the  conflict  now  going  on, 
but  it  would...  give  any  reasonable  aid 
to  ensure  the  building  of  the  road  by 
private  enterprise.” 

On  July  1,  1862  (a  couple  of 
months  before  the  Emancipation 
Proclamation),  at  Lincoln’s  forceful 
urging,  Congress  passed  the  Pacific 
Railroad  Act,  and  the  Union  Pacific 
(UP)  was  born.  It  became  the  first  cor- 
poration chartered  by  the  national 
government  since  the  Second  Bank  of 
the  United  States  in  1816. 

The  Act  provided  that  financing 
would  be  accomplished  by  a combina- 
tion of  government  funding  and  private 
capital  — more  public  than  private,  in 
spite  of  the  President’s  intent.  The  fed- 
eral government  would  issue  to  the  rail- 
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The  Dead.  The  Dying  and  The  Crippled  in  the  Credit  Mobilier  Ward  of  the  Union  Pacific  Hospital. 


roads  30-year  six-percenr  bonds  upon 
the  certiHed  completion  of  40  miles 
of  track.  Si 6,000  a mile  for  smooth 
terrain,  $32,000  for  desert  wasteland, 
and  $48,000  for  the  mountains. 

The  method  of  subsidizing  the 
construction  was  novel.  Instead  of 
just  giving  the  railroads  cash  on 
completion  of  mile  sections,  the 
government  would  award  them  the 
bonds  which,  as  government  obliga- 
tions, could  readily  be  sold  for  cash. 
The  buyer  would  own  an  instrument 
backed  by  the  full  faith  and  credit  of 
the  United  States. 

But  the  Union  Pacific  and  the  Cen- 
tral Pacific  would  have  an  obligation 
to  pay  the  government  the  face 
amount  of  the  bonds,  with  accumu- 
lated six  percent  simple  interest  30 
years  later.  So  instead  of  an  outright 
subsidy,  the  government  was  grant- 
ing a loan.  If  the  railroads  could  not 
repay  the  debt,  the  government  could 
foreclose  on  their  rails  and  equip- 
ment. (Thirty  years  after  issue,  all 
the  debt,  with  interest,  was  repaid, 
though  much  of  the  time,  that 
seemed  impossible). 

The  companies  also  would  receive  a 
right-of-way  200  feet  on  either  side  of 
the  tracks  and  6,400  acres  per  mile 


alternating  on  either  side.  The  Railroad 
Act  provided  for  an  organizing  board 
of  directors  for  the  Union  Pacific  of 
163  members.  Such  was  the  general 
lack  of  confidence  among  sophisti- 
cated investors  that  only  67  showed 
up  for  the  first  meeting  in  Chicago. 
They  knew  that  raising  private  capital 
was  going  to  be  a major  problem. 

To  get  the  project  started,  the  UP 
tried  to  float  a stock  issue  of  a million 
shares  at  $100  apiece.  After  four 
months,  they  had  sold  a grand  total  of 
3 1 shares  to  1 1 bold  investors.  Ten  of 
them  put  10  percent  down.  Only 
Brigham  Young,  who  understood  the 
value  of  the  railroad  for  Salt  Lake,  paid 
in  full  for  five  shares.  There  were  grave 
doubts  that  a railroad  could  cross  the 
Rockies  in  winter,  and  no  one  had  any 
real  idea  what  this  mammoth  construc- 
tion job  would  ultimately  cost. 

In  the  early  days,  the  cast  of  char- 
acters gathered  who  would  dominate 
and  control  the  UP.  Foremost  was 
Thomas  C.  “Doc”  Durant,  a flam- 
boyant promoter,  an  opportunist 
who  probably  never  had  an  honest 
thought  accidentally  cross  his  mind. 
He  was  a real  medical  doctor;  in  fact 
an  assistant  professor  of  medicine  at 
Albany  College,  but  that  profession 


lacked  the  romance  and  pecuniary 
gratification  of  business  and  finance. 
He  chose  the  curriculum  of  railroading. 

Durant’s  credo  from  the  start  was 
don't  dwell  on  the  completion  of  the 
railroad.  “Grab  a wad  from  the  con- 
struction fees  — and  get  out.”  Now 
Credit  Mobilier  surfaced,  as  an 
adjunct  to  the  UP  board  of  directors. 
Those  directors  were  in  many  cases 
also  directors  of  Mobilier.  Enough 
money  was  raised  by  the  Union 
Pacific  to  award  the  first  construction 
contracts  to  Credit  Mobilier,  which  in 
turn  sub-contracted  to  insiders. 

When  building  commenced,  the  first 
miles  were  completed  at  a cost  well 
below  the  contract  price.  The  profit 
went  to  Credit  Mobilier,  and  that  estab- 
lished the  pattern  for  the  entire  opera- 
tion. The  Mobilier  simply  was  a device 
for  the  interlocked  UP  and  Mobilier 
directors  to  award  contracts  to  compa- 
nies controlled  by  them.  The  contract 
prices  would  make  the  railroad  pay 
substantially  in  excess  of  the  true  costs 
of  construction. 

Durant  realized  that  his  contacts 
alone  could  not  meet  the  enormous 
capital  requirements.  Help  from  a new 
source  with  influence,  prestige,  and 
money  was  imperative.  So  he  found 
two  “angels”  — the  Ames  brothers. 
Oakes  and  Oliver  Ames  owned  the 
largest  shovel  manufacturing  company 
in  the  country.  Oakes  was  known  as 
“The  King  of  Spades.” 

The  brothers  were  already  stock 
and  bond  investors  in  railroads  — their 
best  customers — and  their  entry  into 
the  Credit  Mobilier  and  Union  Pacific 
was  a natural  progression.  Oakes  Ames 
was  a popular  and  influential  Con- 
gressman and  a political  supporter  of 
the  Union  Pacific.  He  and  younger 
brother  Oliver  bought  significant 
blocks  of  Credit  Mobilier  stock.  Their 
prestige  enabled  the  brothers  to  bring 
on  board  other  wealthy  friends,  like 
Cyrus  McCormick,  the  reaper  king. 

The  Union  Pacific  tried  another 
stock  offering,  but  it  was  a miserable 
failure.  Not  many  believed  the  railroad 
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would  actually  be  built  and  operating 
profitably.  The  incessant  demand  for 
money  forced  the  company  to  borrow. 

“For  a year  or  two  we...  paid  19  per- 
cent for  money  in  New  York,”  Oliver 
Ames,  who  would  become  president  of 
the  UP,  recalled  later.  “We  were  deeply 
in  debt  and  very  much  embarrassed.” 

Meanwhile,  the  Central  Pacific  was 
encountering  similar  difficulties,  but  it 
had  four  sponsors  with  deep  pockets. 
The  CP  was  controlled  and  primarily 
owned  by  the  Big  Four  — Charles 
Crocker,  Collis  Huntington,  Leland 
Stanford,  and  Mark  Hopkins.  Stan- 
ford was  governor  of  California,  and, 
at  his  instigation,  the  state  issued 
bonds  to  support  the  railroad.  He  also 
persuaded  various  counties  to  donate 
land  to  the  CP. 

The  Big  Four  also  established  a con- 
struction contract  arrangement  that 
was  similar  to  the  Credit  Mobilier.  The 
end  result  was  profit  to  the  entrepre- 
neurs while  the  job  was  in  process. 

By  the  end  of  1864,  the  Union 
Pacific  had  completed  about  40  miles 
of  track,  so  the  first  government 
bonds  were  released.  These  were  sold 
at  a discount  (the  Civil  War  did  not 
inspire  investor  confidence,  even  in 
the  federal  government).  Still,  there 


was  some  money  for  further  opera- 
tions, but  it  was  far  short  of  enough. 

Congress  realized  that  without  fur- 
ther government  support  the  transcon- 
tinental road  would  not  be  built.  They 
revised  the  original  bill,  reducing  the 
required  number  of  completed  miles 
from  40  to  zo  before  bonds  would  be 
awarded.  So  at  $16,000  a mile  for  flat 
terrain,  $320,000  per  segment  in 
bonds  came  in.  When  sold  in  the  secu- 
rities market  at  about  a five  percent 
discount,  the  roads  would  net  some- 
thing over  $300,000. 

What’s  more,  the  UP  could  access 
two-thirds  of  the  government  bonds 
for  grading  zo  miles.  This  did  not 
mean  placing  ties  or  securing  rails  — 
just  grading.  The  new  measure  did 
provide  for  five  government  represen- 
tatives on  the  Union  Pacific  board. 
Nevertheless,  Illinois  Congressman 
E.B.  Washbourne  called  the  bill,  “The 
most  monstrous  and  flagrant  attempt 
to  over-reach  the  government  and  the 
people  that  can  be  found  in  all  the 
annals  of  the  country.” 

Durant,  now  thoroughly  disliked  by 
almost  everyone,  was  still  running  the 
show,  though  opposition  was  building. 
The  Ames  faction  out  of  Boston 
objected  to  his  cavalier  methods  and 


tried  to  rein  in  his  spendthrift  proclivi- 
ties. Durant  was  the  president  of  Credit 
Mobilier  and  a vice  president  of  the  UP. 
He  was  still  the  largest  Mobilier  stock- 
holder, and  that  was  the  base  of  his 
power.  Out  of  25,000  authorized 
shares,  Durant  held  6,041.  The  Ames 
brothers  together  accounted  for  4,025. 

A prime  reason  for  the  constant 
shortfall  of  money  at  the  UP  level  was 
that  Durant,  keeping  his  own  counsel, 
spent  it  recklessly.  No  legitimate  books, 
no  reports,  no  auditing — no  one  truly 
knew  where  the  money  was  going. 
Remarkably,  Durant  was  able  to  juggle 
all  the  disparate  elements  through 
threat,  cajolery,  intimidation,  and  crafty 
lobbying  in  the  halls  of  Congress.  In 
that  area,  he  had  first-class  competition 
from  Collis  Huntington,  who  ably  put 
the  Central  Pacific’s  case  before  people 
of  influence  in  Washington. 

On  the  Union  Pacific  side  progress 
was  slow,  which  did  not  escape  the 
notice  of  President  Lincoln.  In  January 
of  1865,  the  President  invited  Con- 
gressman Oakes  Ames  to  the  White 
House.  “Ames,”  he  said,  “you  take  hold 
of  this.  If  the  subsidies  provided  are 
not  enough  to  build  the  road,  ask 
double,  and  you  shall  have  it.  The  road 
must  be  built,  and  you  are  the  man  to 
do  it...  by  building  the  Union  Pacific, 
you  will  become  the  remembered  man 
of  your  generation.” 

The  President’s  words  were  prophetic, 
but  not  in  the  way  he  thought.  As  we 
shall  see,  Oakes  Ames  was  indeed 
remembered,  but  as  the  scoundrel,  not 
the  hero,  of  his  generation. 

But  in  1865,  flattered  and  inspired, 
Oakes  Ames  took  up  the  challenge. 
He  and  brother  Oliver  bought 
another  million  dollars  of  Credit 
Mobilier  stock,  and  he  loaned  the  UP 
$600,000.  Oakes  Ames  sponsored  a 
bill  in  Congress  that  gave  the  UP  the 
right  to  issue  its  own  first  mortgage 
bonds.  This  broke  new  ground  as  a 
financial  oddity,  since  it  placed  the 
corporation’s  paper  ahead  of  the  gov- 
ernment’s, which  was  relegated  to  a 
second  mortgage  position. 


Very  Much  Too  Thin.  Chorus  of  Senators  and  Congressmen  - 
“ You  see  we  haven’t  any  Credit  Mobilier  Stock.” 
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With  Lincoln’s  death  in  April 

1865,  the  transcontinental  road's 
greatest  friend  was  gone.  President 
Johnson  evinced  little  interest.  No 
further  aid  from  the  federal  govern- 
ment was  forthcoming,  and  the  Union 
Pacific  was  perennially  in  a money 
crisis.  Progress  was  slow.  In  July  of 

1866,  to  avoid  losing  the  charter 
granted  by  the  Railroad  Act,  the  UP 
was  struggling  to  complete  100  miles 
of  track,  so  that  regular  passenger 
and  freight  service  could  run  in  and 
out  of  Omaha. 

The  irascible  Durant  was  an  on- 
going problem.  The  Omaha  Herald 
called  him,  “The  Railway  King,  the 
Napoleon  of  railways,”  thus  confirm- 
ing his  own  evaluation.  He  tried  to 
control  every  aspect  of  the  business, 
spending  scarce  money  extravagantly 
on  bribes,  entertainment,  and  personal 
whims.  He  awarded  Credit  Mobilier 
contracts  without  prior  consultation 
with  other  officers,  and  no  proper 
records  were  kept.  His  partners  were 
suspicious  that  he  was  stealing,  but  no 
one  was  sure. 

In  the  latter  part  of  1866,  however, 
his  grip  began  to  weaken.  Dissenting 
directors  aligned  with  the  Ames  broth- 
ers began  to  apply  the  brakes.  Even 
President  Grant,  when  he  came  into 
office  in  1868,  was  aware  of  Durant's 
machinations  and  made  it  known  that 
he  wanted  him  out. 

Oakes  Ames  became  the  principal 
money  raiser.  He  called  continuously 
on  reluctant  bankers  and  businessmen 
to  buy  into  Credit  Mobilier.  He  per- 
suaded fellow  members  of  Congress 
with  a speculative  bent  to  become 
shareholders  by  issuing  company  stock 
to  them  at  steep  discounts  from  market 
price  — or  for  nothing  — a classic 
example  of  “watering”  the  stock. 

Takers  included  future  President 
James  Garfield,  future  presidential 
candidate  James  Blaine  (“The  conti- 
nental liar  from  the  State  of  Maine”), 
and  Speaker  of  the  House  Schuyler 
Colfax,  who  became  Grant’s  first-term 
vice  president.  (He  was  forced  off  the 


second  term  ticket  because  of  the 
ensuing  Credit  Mobilier  scandal.) 

By  the  end  of  1867,  the  UP  had 
reached  Granite  Canyon,  Wyoming 
(near  Laramie),  2.47  miles  from  the 
Missouri  River  starting  point.  This 
meant  that  passengers  and  freight 
could  travel,  but  the  Union  Pacific 
was  still  operating  at  a deficit.  Only 
the  Credit  Mobilier  made  money. 
They  declared  their  first  dividend  of 
12.  percent  for  the  years  1866  and 
1867  payable  in  Union  Pacific  stock 
and  bonds.  If  the  securities  were  sold 
for  cash,  the  dividend  would  have 
represented  a 100  percent  gain  (about 
Si 0,000  on  100  shares). 

When  word  of  the  dividend 
spread,  there  was  a run  on  Credit 
Mobilier  stock.  The  price  jumped 
from  30  to  over  300.  Now  the  con- 
gressmen who  had  spurned  Oakes 
Ames  a year  earlier  came  clamoring 
for  stock  on  the  basis  that  it  had  been 
promised  to  them. 

As  the  Union  Pacific  sank  deeper 
into  debt,  the  Credit  Mobilier 
declared  another  blockbuster.  In 
June  of  1868,  each  owner  of  too 
shares  received  $9,000  in  cash, 
$-,500  in  bonds,  then  selling  at  par, 
and  40  shares  of  Union  Pacific  stock 
worth  about  S 1,600.  A total  of 
$18,100,  plus  the  earlier  $10,000 
dividend,  for  a total  return  of 
$28,100  on  an  original  $10,000  (or 
less)  investment.  During  the  full  year 
of  1868  they  distributed  to  holders 
almost  $ 1 5 million. 

Optimism  now  was  high.  Miles  of 
track  were  being  laid,  and  Salt  Lake 
was  the  next  goal  in  the  race  with  the 
Central  Pacific.  As  a year-end  bonus, 
the  combined  directors  declared  a 200 
percent  stock  dividend  in  the  shares  of 
Union  Pacific.  This  ill-advised  action 
came  as  bills  were  piling  up  again. 

“In  construction  the  waste  of 
money  is  awful,”  said  Oliver  Ames. 
Durant  and  his  cronies  have  “cost  the 
company  millions.” 

At  the  beginning  of  1869,  the 
atmosphere  changed.  The  railroad 


lobbies  greedily  tried  pushing  more 
subsidy  bills  through  Congress, 
and  this  created  public  suspicion. 
Charges  of  faulty  construction 
erupted  when  three  bridge  spans  col- 
lapsed because  the  masonry  failed. 
The  same  newspapers  that  earlier 
praised  the  splendid  job  the  UP  was 
doing  to  save  money  on  construction 
now  turned  critical. 

Charles  Francis  Adams,  Jr.,  grand- 
son of  John  Quincy  Adams  and  a 
historian  and  railroad  expert  (who 
would  later  become  president  of  the 
Union  Pacific)  turned  his  attention  to 
“Something  called  the  Credit 
Mobilier...  It  is  but  another  name  for 
the  Pacific  Railroad  ring.  The  mem- 
bers of  it  are  in  Congress;  they  are 
trustees  for  the  bondholders,  they  re- 
contractors; in  Washington  they  vote 
subsidies,  in  New  York  they  receive 
them,  upon  the  plains  they  expend 
them,  and  in  the  Credit  Mobilier  they 
divide  them...  As  stockholders  they 
own  the  road,  as  mortgagees  they 
have  a lien  upon  it,  as  directors  they 
contract  for  its  construction,  and  as 
members  of  the  Credit  Mobilier  they 
build  it.  Here  is  every  vicious  element 
of  railroad  construction  and  manage- 
ment; here  is  every  element  of  cost 
reck  lessly  exaggerated ...” 

“Durant  is  so  strange  a man,” 
wrote  Ames,  “that  I am  prepared  to 
believe  any  sort  of  rascality  that  may 
be  charged  against  him.” 

At  Wilhemina  Pass,  Utah,  30  miles 
from  Ogden,  the  UP  reached  its  thou- 
sandth mile.  Congress  decreed  that 
the  two  roads  would  connect  at 
Promontory  Point,  Utah,  a mountain- 
ous peninsula  jutting  into  the  north 
side  of  Great  Salt  Lake  at  a 5,000- 
foot  elevation.  The  dramatic  day  was 
Monday,  May  10,  1869. 

The  telegrapher  sent  the  first  wire 
about  the  event  to  President  Grant  and 
the  next  to  the  Associated  Press.  The 
message  to  Grant  was  signed  by  Stan- 
ford and  Durant.  “Sir:  We  have  the 
honor  to  report  that  the  last  rail  is  laid, 
the  last  spike  is  driven,  the  Pacific 

continued  on  fhige  12 
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By  David  Hammes  and  Douglas  Wills 

As  hard  as  it  is  to  believe  today,  a cen- 
tury ago  currency  issues  were  often 
at  the  top  of  the  country’s  political 
discourse.  From  the  Civil  War  “green- 
back” debates  to  elections  fought  over 
whether  gold  and/or  silver  should 
back  the  dollar,  not  even  the  creation 
of  the  Federal  Reserve  System  in 
1913/1914  settled  the  issue. 

The  years  between  1915  and  1922 
were  some  of  the  wildest  ever  for 
prices  and  output  in  the  U.S.  Driven  by 
war,  the  price  level  doubled  between 
1915  and  1920  and  then  fell  by  20  per- 
cent over  the  next  24  months.  From 
wartime’s  boom,  the  first  two  years  of 


the  1920s  were  a bust  as  the  country 
suffered  through  a deep  recession  with 
unemployment  rates  not  seen  until  the 
Great  Depression  a decade  later. 

Into  this  turmoil  entered  Thomas 
Alva  Edison,  arguably  the  country’s 
most  famous  inventor  and  industrial- 
ist, proposing  a new  monetary  plan 
for  the  U.S.  Instead  of  a dollar  backed 
by  gold,  or  by  silver,  or  by  nothing, 
Edison  wanted  the  dollar  backed  by 
the  products  of  “good  old”  American 
farmers  and  their  output- wheat,  oats, 
cotton,  etc.  Today,  this  would  be  the 
equivalent  of  Bill  Gates  proposing  the 
dismantling  of  the  Federal  Reserve 
System  and  putting  Alan  Greenspan  — 
literally  — out  to  pasture. 


Edison  viewed  the  gold-backed 
dollar,  controlled  through  the  frac- 
tional-reserve banking  system,  as 
destabilizing,  overly  concentrating 
power  in  the  East,  and  harmful  to 
western  and  southern  farmers  due 
to  their  longer-crop  based -business 
cycle.  So  he  proposed  that  currency 
be  injected  into  the  economy  by  the 
government  in  exchange  for  crops 
produced  in  the  U.S.  with  the  provi- 
sion that  this  currency  be  retired  from 
circulation  within  the  year. 

Here’s  his  plan.  The  government 
would  build  and  operate  12  massive 
warehouses  throughout  the  country. 
Farmers  could  store  any  of  36  crops  in 
these  warehouses  for  up  to  one  year 


Financial  History  ~ Winter  2004 


16 


WWW.FINANCIALHISTORY.ORG 


without  cost.  When  the  farmer  deliv- 
ered his  crop  to  the  warehouse  he 
received  a “mortgage”  certificate  and 
an  “equity”  certificate. 

The  mortgage  certificate  was 
equivalent  to  cash.  A farmer  could 
rake  the  certificate  to  a national  bank 
and  exchange  it  for  currency  equal  to 

50  percent  of  the  value  of  the  crop.  To 
dampen  price  fluctuations,  the  value 
was  determined  by  the  historical  aver- 
age of  prices  over  the  previous  25 
years.  For  example,  if  the  “25”  year 
average  price  per  bushel  of  wheat  was 

51  and  the  farmer  brought  in  1,000 
bushels,  then  the  mortgage  certificate 
was  worth  $500. 

The  equity  certificate  was  like  a 
pawn  ticket;  it  was  necessary,  along 
with  the  cash  received  from  the 
mortgage  certificate,  to  reclaim  the 
crop.  The  farmer  had  the  option  of 
holding  on  to  the  equity  certificate 
and  reclaiming  the  crop  within  the 
year  or  selling  the  equity  certificate 
on  the  open  market.  If  he  chose  the 
latter,  the  obligation  to  reclaim  the 
crop  belonged  to  the  purchaser  of 
the  equity  certificate.  If  the  crop  was 
not  claimed  within  a year,  then  the 
government  could  sell  the  crop  on 
the  open  market. 

Edison  felt  his  plan  helped  farmers 
by  ending  their  need  to  sell  their  crops 
immediately,  no  matter  the  current 
price,  and  provided  them  with  an 
instant  cash  equivalent  of  an  interest 
free  loan.  He  also  felt  that  the  mone- 
tary system  would  be  more  stable,  as 
currency  would  be  backed  by  com- 
modities and  the  system  would  be  self- 
canceling as  the  money  injected  into 
the  economy  by  farmers’  sales  of 
mortgage  tickets  would  be  reversed 
when  the  crops  were  reclaimed  from 
the  warehouses.  Therefore,  the  system 
would  be  more  stable  and  the  control 
of  the  monetary  system  would  be  dis- 
persed throughout  the  country  given 
the  dispersal  of  the  warehouses. 

Did  Edison  come  up  with  a supe- 
rior new  monetary  system,  or  was 
he  just  another  in  a long  line  of 


“monetary  kooks”  who  just  happened 
to  be  famous?  The  idea  of  currency 
being  backed  by  agricultural  com- 
modities was  tar  from  new.  Similar 
plans  had  been  proposed  many  times, 
most  recently  in  1889  by  the  populist 
Charles  W.  Macune.  As  for  being 
a kook,  no  less  than  the  famous 
financial  analyst  Benjamin  Graham 
found  the  idea  so  intriguing  that  he 
wrote  a book  proposing  a similar 
plan  in  the  1930s.1  Furthermore,  the 
idea  of  a self-canceling  currency  is 
similar  to  the  “Real  Bills”  doctrine  of 
currency  control  that  many  believe 
the  Federal  Reserve  was  then  set  up 
to  be  following. 

Little  known  by  the  public,  then  or 
now,  was  that  Edison  was  well  versed 
in  monetary  issues.  The  same  techniques 
he  used  to  produce  industrial  inven- 
tions he  applied  to  economics.  Edison 
pioneered  a system  of  invention  relying 
on  his  creativity,  cognitive  style,  and 
large  teams.2  He  constructed  analogies 
and  design  variations  allowing  for 
large-scale  experimentation.  This  ream 
approach  also  characterized  Edison's 
approach  to  the  study  of  money  and 
stable  prices.  Referring  to  his  mone- 
tary studies,  Edison  said,  “I  have 
approached  the  matter  in  the  same 
way  that  I do  with  a mechanical  or 
other  invention,  namely,  get  all  the  facts 
as  far  as  possible,  and  then  see  what  can 
be  done  to  solve  the  problem.'"’ 

As  in  his  other  team-based  work, 
in  this  monetary  work  he  “engaged” 
the  country’s  experts.  He  did  this  so 
that  he  should  be  "put  right  in  order 
that  I may  make  no  statements 
which...  would  be  found  to  be  incor- 
rect.” In  Edison’s  words,  his  goals 
were  “to  obtain  information  and 
explanations  from  the  experts,  i.e. 
the  economists  and  bankers.”  He  car- 
ried on  an  extensive  correspondence 
with  Irving  Fisher,  the  top  monetary 
economist  of  his  day,  and  in  early 
1922  Edison  sent  a confidential  ques- 
tionnaire to  17  of  the  country’s  top 
economists,  bankers,  and  Federal 
Reserve  officials.4 


Tbonnis  Alva  Edison , circa  1 920. 


In  26  detailed  questions,  Edison 
asked  these  experts  whether  or  not 
his  system  would  be  more  stable  than 
the  gold-based  system  which  had,  in 
his  opinion,  produced  the  price 
uncertainty  and  economic  slump  that 
the  country  was  in.  Edison  found 
that  many  did  nor  welcome  his 
method  of  inquiry.  H.  Parker  Willis, 
a Columbia  University  professor  and 
an  architect  of  the  Federal  Reserve 
Act,  openly  scoffed  at  Edison's  meth- 
ods and  declined  to  participate.5 
While  the  questionnaire  was  to 
remain  confidential,  a public  contro- 
versy did  erupt  due  to  the  response 
from  the  University  of  Wisconsin’s 
economics  professor  W.A.  Scott. 
Professor  Scott  wrote: 

My  Hear  Mr.  Edison: 

...I  confess  that  l find  it  difficult  to 
understand  how  a man  like  your- 
self... can  seriously  ask  such  ques- 
tions. They  betray  to  me  an  utter 
lack  of  comprehension...  1 should 
consider  that  only  a clear  setting 
forth  of  the  very  elements  of  the 
subject  would  he  adequate...  I 
doubt  very  much  whether  at  your 
age  and  in  what  seems  to  he  your 
present  state  of  mind  it  would  be 
worth  anyone's  while  to  attempt 
to  teach  you  those  elements. 

Very  truly  yours, 
Wm.  A.  Scott 
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Courtesy  of  U.S.  Dept,  of  the  Interior. 
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L!aroh  3,  1922. 


President, 

Unlvor6ltj  of  TTlsconsln, 
Uadi  son,  Y'isconsln. 

Lottr  Sirr 


Being  uoBiroua  of  obtaining  from  authentic  sources 
sono  Information  on  tte  subject  of  lioney,  I proparod  a ques- 
tionnaire and  sent  it  to  6uvcntocn  Bankeri  »uid  Kconocls  tc, 
aoking  thoa  if  they  v-nuld  kinaIy.ancr?/or  tho  questions.  Among 
these  sovontoen  por.*on6  was  Professor  '■'illiam  A.  Scott, 
Director  of  the  Course  of  Cotmurce  in  the  University  of 
Wisconsin. 

In  each  case  a letter,  dated  February  1,  1922, 
accompanied  the  questionnaire.  This  was  followed  by  a second 
lotter,  d&tod  February  21st.  Copies  of  those  two  letters  are 
inclosed. 


Many  of  the  gentlonon  to  whom  the  questionnaire 
was  sont  nave  courtesanlj  taken  great  pains  to  preparo  and 
send  answers  to  my  questions,  and  others  have  written 
stating  that  their  answers  are  in  course  of  preparation  and 
will  be  forwarded  to  me  later. 


Bet  so,  however,  with  your  Mr.  Soott,  woo  has 
written  me  & very  discourteous  letter,  not  only  declining 
to  answer  my  qaestionadbut  implying  senile  decay  because 
of  my  asking  them.  Per' your  Information  1 am  lnoloslng  a 
oopy  of  his  letter. 

Yours  very  truly. 


t 'Ut ».  0-  ' 


Correspondence  between  Thomas  Edison 
and  contemporary  economists,  1922. 


THE  UNIVER9ITY  OP  WISCONSIN 


My  dear  Mr.  Edison: 


I have  delayed  a reply  to  your  comm uni  cations 
of  February  1st  and  February  21st  in  the  hope  that 
I might  find  time  to  answer  your  questions.  After 
reading  them  over,  however,  I am  convinced  that 
nothing  short  of  a treatise  on  the  subject  of 
Money  and  Banking  would  be  adequate,  and  1 haven't 
time  to  write  that  much.  It  is  my  belief,  however, 
that  any  good  treatise,  even  any  good  elementary 
textbook  on  the  subject,  would  answer  the  most 
fundamental  of  your  queries.  I confess  that  I 
find  it  difficult  to  understand  hov;  a man  like 
yourself,  if  he  has  seriously  studied  any  of  the 
literature  of  the  subject,  can  serio usl^  ask  such 
questions.  They  betray  to  me  an  ut  te  refill  comp  re  hen - 
eion  of  even  the  ABC  of  the  subject,  and  ! should 
consider  that  only  a clear  setting  forth  of  the 
very  elements  of  the  subjeot  would  be  adequate  to 
set  your  mind  straight,  I doubt  very  much 
whether  at  your  age  end  in  what  seems  to  be  your 
present  state  of  mind  it  would  be  worth  anyone's 
while  to  attempt  to  teach  you  those  elements. 


Very  truly  yours. 


. a. 
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Nor  amused,  Edison  wrote  to  the 
University’s  president  complaining 
that  Scott  had  written  a “very  dis- 
courteous letter...  implying  senile 
decay.”  It  was  leaked  to  the  press  and 
following  the  public  outcry,  the  con- 
sternation of  the  Board  of  Regents  and 
the  president,  Scott  wrote  Edison  a 
contrite  letter  of  apology: 

/ hereby  offer  you  my  sincere 
apologies...  I trust  that  you  will 
destroy  it  and,  if  possible,  blot  it 
from  your  memory...  I am  very 
sorry  that  l...use[dl  language 
which  could  possibly  be  construed 
as  discourteous  to  a man  whose 
work  in  his  field  is  so  eminent  and 
which  l,  together  with  all  the 
world,  hold  in  such  high  esteem. 

Sincerely  yours, 
Wm.  A.  Scott 

Those  cranky  responses  aside, 
Edison  did  receive  several  detailed, 
serious,  and  respectful  answers.  Sadly 
for  the  great  inventor,  however,  no 
support  was  forthcoming  from  his 
hand-picked  “research  team.”  Their 
comments  made  it  abundantly  clear 
that  the  experts  disliked  virtually 
every  element  of  Edison’s  proposal. 
They  thought  his  plan  would  not  only 
be  inflationary  but  very  costly  to 
implement.  Further,  they  did  not  think 
that  any  country  should  abandon  the 
gold  standard  for  any  competing  stan- 
dard, whether  it  was  Edison's  or  not. 

At  this  point,  Edison  chose  to  aban- 
don the  project.  This  may  reflect  why  he 
was  so  successful.  He  sought  out  and 
listened  to  the  best  available  advice.  As 
fond  as  he  was  of  an  idea,  if  it  did  not 
work,  or  if  his  experts  said  it  would  not, 
he  rarely  pressed  on  refusing  to  throw 
good  money  or  time  after  it. 

A et,  Edison  believed  that  one  day 
he  would  be  vindicated,  having  an 
assistant  write  to  Irving  Fisher: 

This  [Edison's  commodity-backed 
money  I is  the  idea  that  Mr.  Edison 
has  so  far  been  unable  to  get  any 
hankers  or  other  persons  to  under- 


stand... Tie  further  thinks  that  a 
great  many  persons  seem  to  be  in  a 
rut  and  their  minds  refuse  to  act. . . 
This  work  Mr.  Edison  says  he  did 
for  Mr.  Ford  and  he  is  not  highly 
interested  in  urging  it,  but  thinks  in 
years  to  come  people  will  come 
around  to  his  views. 


Economist  Irving  Fisher  corresponded  with 
Edison  regarding  Edison's  monetary  plan. 


Intriguingly,  it  is  possible  that 
Edison's  intuition  might  have  been 
superior  to  the  knowledge  of  the 
experts.  A closer  examination  of  his 
plan  reveals  dimensions  that  no  one 
at  the  time,  either  Edison  or  the 
experts,  understood. 

Edison  was  sympathetic  with  the 
plight  of  American  farmers.  He  thought 
they  were  financially  unsophisticated 
and  were  being  taken  advantage  of  by 
the  bankers  and  other  “moneyed  inter- 
ests.” So  he  devised  what  he  thought 
was  a simple  system  that  would  stabi- 
lize prices  and  provide  farmers  with  free 
storage  and  interest  free  loans.  What  he 
tlid  in  fact  devise  was  a sophisticated 
monetary  scheme  that,  if  implemented, 
would  have  had  profound  effects  on  the 
financial  developments  of  the  U.S. 

The  simple  equity  certificate 
described  above  would  today  be  called 
an  “American  Call  Option.”  This  type 
of  option  gives  the  owner  the  right  but 
not  the  obligation  to  purchase  a prod- 
uct at  a given  price  at  any  time  within 
some  time  period.  The  equity  certifi- 
cate in  Edison’s  plan  gave  the  owner 
the  right  to  buy  the  crop  from  the  gov- 
ernment at  a specified  price  at  any 


time  within  one  year.  That  specified 
price,  the  strike  price,  was  50  percent 
of  the  average  price  over  the  past  25 
years.  To  continue  the  wheat  example 
from  above,  the  owner  of  the  equity 
certificate  could  purchase  from  the 
government  1,000  bushels  of  wheat 
for  $500  at  any  time  within  one  year 
regardless  of  the  world  price  of  wheat. 
If  not  exercised  within  one  year,  the 
certificate  would  be  worthless.  Given 
that  the  equity  certificate  was  transfer- 
able, there  is  little  doubt  that  under 
Edison’s  system  the  U.S.  would  have 
had  a standardized  option  contract 
exchange  decades  before  it  did. 

Ironically,  if  his  plan  had  been 
implemented,  Edison’s  unsophisticated 
farmers  would  have  found  themselves 
dealing  in  commodity  options  mar- 
kets. As  interesting  as  this  dimension 
is,  it  does  not  mean  Edison’s  system 
would  have  accomplished  what  he 
wanted.  However,  it  does  raise  some 
interesting  issues  in  regard  to  control- 
ling the  money  supply  using  options. 
But  we  leave  that  for  future  monetary 
economists  to  explore.  HD 

David  Hammes  is  professor  of  eco- 
nomics at  the  University  of  Hawaii 
at  Hilo.  He  can  be  reached  at 
hammcs@hawaii.edu.  Douglas  Wills 
is  associate  professor  of  finance  and 
economics  in  the  Milgard  School  of 
Business  within  the  University  of 
Washington  Tacoma. 

1 Graham,  Benjamin.  Storage  and  Stability. 
McGraw-Hill:  New  York,  NY,  1937.  He 
approvingly  cites  Edison’s  work. 

2 Israel,  Paul.  Edison:  A Life  of  Inven- 
tion. John  Wiley  and  Sons,  1998. 

3 Edison,  Thomas  A.  “A  Proposed  Amend- 
ment to  the  Federal  Reserve  Banking  Sys- 
tem,” Edison  National  Historic  Site 
Archives,  West  Orange,  New1  Jersey,  1922. 

4 For  the  complete  questionnaire  and  a 
detailed  analysis  of  the  responses  as 
well  as  Edison’s  plan  see  Hammes,  D.L. 
and  Wills,  D.T.,  “Thomas  Edison’s 
Monetary  Option.” 

5 Edison  scrawled  “PUNK”  across  Willis’s 
response  letter. 
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By  Gregory  DL  Morris 

Now  that  the  fossil  record  clearly 
shows  that  some  dinosaurs  evolved 
into  birds,  it  should  not  be  such  a sur- 
prise that  almost  all  of  the  first  12 
companies  on  the  Dow  Jones  Indus- 
trial Average  (DJIA)  are  still  around. 
Their  names  reek  of  turn-of-the-cen- 
tury  incipient  industrialism:  Tennessee 
Coal  & Iron,  American  Cotton  Oil, 
Distilling  & Cattle  Feeding.  But  well 
into  the  Information  Age  only  one  on 
the  debut  list  of  May  z6,  1896  is 
entirely  gone.  The  U.S.  Leather  trust, 
the  only  preferred  issue  of  the  first 
Dow  Dozen,  was  dropped  in  1905. 
The  trust  was  dissolved  in  1911,  and 
hardly  a trace  of  the  company  or  the 
industry  remains  in  this  country. 

On  July  3,1884,  a two-year-old 
two-page  daily  bulletin  published  by 
Charles  Dow,  Edward  Jones,  and 
Charles  Bergstresser,  The  Customer’s 
Afternoon  Letter,  first  listed  an  index 
of  11  large  stocks,  mostly  railroads.  In 
1889  the  trade  publication  became 
The  Wall  Street  Journal  and  in  1896 
the  list  became  the  DJIA. 

The  most  recognizable  name  is 
General  Electric,  which  proudly  claims 
that  it  is  the  only  one  of  the  original 
12  that  is  still  on  the  average.  GE  was 
indeed  on  the  debut  list,  but  only 
lasted  two  years.  It  was  replaced  by 
U.S.  Rubber  in  1898.  GE  was  back 
just  seven  months  later  and  gone  again 
after  just  another  12  months.  GE  was 
back  to  stay  in  1907,  this  time  replac- 


ing another  original,  Tennessee  Coal 
& Iron  of  Birmingham,  Alabama. 

U.S.  Rubber  was  likewise  on  the 
first  Dow  Dozen,  but  was  bumped  by 
Pacific  Mail  Steamship  Lines  after  only 
six  months.  After  USR  returned  to  dis- 
place GE,  USR  preferred  (pfd)  joined 
the  DJIA  in  1905,  replacing  U.S. 
Leather  pfd.  USR  pfd  was  bumped  by 
General  Motors  in  1915,  and  USR 
common  was  dropped  in  1928. 

Thirty  years  later  USR  merged  with 
Continental  AG  of  Germany  to  form 
Uniroyal.  A giant  tire  that  the  com- 
pany created  for  the  1964-65  World’s 
Fair  in  New  York  was  removed  to 
Detroit  and  still  stands  outside 
Motown’s  Metro  Airport.  The  brand, 
too,  still  stands,  but  the  company  itself 
does  not.  It  merged  with  B.  F.  Goodrich 
in  1986  and  that  combine  was  bought 
by  France’s  Michelin  in  1990  to  create 
the  largest  tire  company  in  the  world. 

Ninety  years  earlier  the  largest  steel 
company  in  the  world  was  created 
when  Elbert  E.  Gary  and  J.  Pierpont 
Morgan  bought  Carnegie  Steel  and 
combined  it  with  their  holdings  in  Fed- 
eral Steel  to  form  U.S.  Steel.  Capitalized 
at  $1.4  billion,  it  was  the  world’s  first 
billion-dollar  company.  On  April  Fool’s 
Day  1901,  USS  took  Federal’s  place  on 
the  DJIA;  USS  pfd  was  also  added.  The 
second-largest  steel  company,  Tennessee 
Coal,  Iron  & Railroad,  was  one  of  the 
original  12.  It  was  founded  as  the  Sewa- 
nee  Mining  Company  in  1852,  and  as 
late  as  1905  was  slugging  it  out  with 
USS  for  dominance. 


Then  the  Panic  of  1907  hit.  F. 
Augustus  Fleinze  had  made  a fortune 
in  the  copper  boom  that  made  Butte, 
Montana  the  richest  hill  on  earth,  but 
in  doing  so  had  made  enemies  of  Mor- 
gan and  Rockefeller  interests.  When 
Heinze  came  to  Wall  Street  to  beard 
the  lions  in  their  den,  they  bankrupted 
him.  But  in  doing  so,  they  set  off  a 
broader  financial  crisis.  Some  of  the 
banks  affected  were  affiliated  with 
TCI,  and  left  the  company  vulnerable. 

Historians  debate  Morgan’s  role  in 
precipitating  the  Panic  of  1907,  but 
there  is  no  debate  over  his  pivotal  role 
in  ending  it.  As  part  of  the  agreement 
with  the  Roosevelt  administration, 
Morgan  got  permission  for  USS  to 
acquire  TCI,  even  though  No.  1 buy- 
ing No.  2 was  a flagrant  violation  of 
anti-trust  rules.  He  also  got  a sweet 
deal:  the  cash  price  was  $45  million, 
about  six  percent  of  TCI’s  net  worth. 

Far  from  disappearing  into  USS, 
TCI  continued  as  an  autonomous  sub- 
sidiary until  1952.  By  1972  Big  Steel 
had  begun  its  big  swoon,  and  USS 
closed  and  sold  the  Sloss  City  Furnaces 
in  downtown  Brimingham.  But  USS 
still  counts  TCI’s  main  Fairfield  Works 
outside  the  city  as  one  of  its  three  main 
complexes.  The  last  capital  project  at 
Fairfield  was  in  1981;  the  very  next 
year,  USS  diversified  into  energy  by 
buying  Marathon  Oil,  becoming  USX 
Corp.  Just  five  years  later  USX  was 
dropped  from  the  DJIA  — replaced, 
ironically,  by  J.P.  Morgan  & Co. — 
and  the  company  reorganized  into  sep- 
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Bond  for  the  General  Electric  Overseas  Capital  Corporation,  issued  in  1967.  General  Electric 
proudly  claims  that  it  is  the  only  one  of  the  original  i z that  is  still  on  the  DJIA,  although  it 
was  only  there  for  two  years  before  being  replaced  by  U.S.  Rubber. 


arately  traded  oil  and  steel  groups.  Ten 
years  later,  U.S.  Steel  and  Marathon 
became  again  wholly  separate. 

There  are  two  legacies  of  TCI  and 
die  Panic  of  1907.  The  Sloss  Furnaces 
remain,  massive  but  mute,  as  a 
National  Historic  Site.  The  other  is 
the  Federal  Reserve  Board,  massive 


and  voluble.  The  pathetic  spectacle  of 
the  federal  government  going  cap-in- 
hand to  a private  citizen  to  solve  a 
financial  crisis  led  to  the  creation  of 
the  Fed  in  1913. 

Ten  years  before  the  agglomeration 
of  USS,  Henry  Villard  and  Samuel 
Insult  started  the  North  American 


Company  to  finance  rail,  transit  and 
utility  ventures  in  the  Midwest.  Both 
Instill  and  Villard  were  partners  with 
Thomas  Edison  in  Edison  General 
Electric,  the  predecessor  of  GE,  but 
North  American  was  the  first  name 
removed  from  the  DJIA,  lasting  only 
three  months.  It  made  a brief  reap- 
pearance, from  1928  to  1930. 

Villard  became  a famous  railroad 
magnate  and  Insult  became  an  infa- 
mous Chicago  charlatan  (see  Issue  75, 
p.  20).  North  American  survived  until 
1938  when  a federal  court  dissolved 
it.  One  of  the  two  biggest  successors, 
Milwaukee  Electric  Railway  & Trans- 
portation, was  bought  by  Milwaukee 
Suburban  Transportation  in  1952, 
which  went  out  of  business  a decade 
later.  The  other,  Wisconsin  Electric 
Power,  grew  into  Wisconsin  Energy  in 
1987  and  We  Energies  in  2002. 

The  two  other  utilities  of  the  first 
Dow  Dozen  have  simple  stories. 
Named  after  Pierre  Laclede,  the  fur 
trapper  who  founded  St.  Louis  in 
1764,  Laclede  Gas  Light  began  service 
in  1857.  Laclede  Gas  was  dropped 
from  the  Dow  in  1899,  but  today  the 
Laclede  Group  serves  633,000  cus- 
tomers in  and  around  St.  Louis. 
Laclede’s  Landing  is  not  affiliated  with 
the  utility,  bur  the  restored  industrial 
waterfront  area  does  have  the  utility 
of  a brewpub  and  a light-rail  station. 

Peoples  Gas  joined  the  DJIA  in  1898 
when  it  bought  Chicago  Gas,  and  it 
remained  there  until  the  first  expansion 
of  the  Dow  from  1 2 to  20  in  1916.  Peo- 
ples Gas  became  People’s  Energy  in 
1980  and  still  serves  Chicagoland.  The 
company  is  no  longer  based  in  the  Peo- 
ples Gas  Building,  but  the  gorgeous 
gray  granite  and  terra-cotta  landmark, 
built  in  1911  by  the  virtuoso  of  early 
skyscrapers,  Daniel  Burnham,  still 
stands  in  the  heart  of  the  Loop  at  122 
South  Michigan  Avenue. 

National  Lead,  too,  fell  out  of  the 
DJIA  in  the  expansion  of  1916.  As  NL 
Industries  it  is  today  a major  producer 
of  inorganic  chemicals,  especially  tita- 
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Capital  stock  in  R.J.  Reynolds,  issued  in  1906.  R.J.  Reyonds 
was  acquired  by  American  Tobacco,  one  of  the  original  Dow  Dozen. 
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Liggett  & Myers  Inc.  stock  certificate  dated 
April  18,  1972.  L&M  was  acquired  by  American  Tobacco. 


nium  dioxide,  the  white  pigment  in 
everything  from  correction  fluid  to 
Twinkie  and  Oreo  fillings.  That  is  a 
legacy  of  the  white  lead  business,  and 
so  is  The  Dutch  Boy. 

Like  cocoa,  white  lead  paint  was 
often  made  with  an  alkali  reaction 
called  Dutch  process.  The  original 
Dutch  Boy  painting  was  made  by  illus- 
trator Lawrence  Michael  Earl  in  1907. 
The  model  was  actually  an  Irish  lad, 
Michael  Brady.  In  1976  NL  sold  its 
paint  business  to  ELT  Inc.,  which 
changed  its  name  to  Dutch  Boy,  Inc. 
Sherwin-Williams  bought  most  of  the 
assets  of  Dutch  Boy  in  1980,  and  still 
uses  the  name  and  logo. 

In  another  small  irony,  the  other 
chemical  company  of  the  Dow  Dozen 
has  also  ended  up  in  the  TiOz  business 
— but  by  a much  more  convoluted 
path.  Distilling  & Cattle  Feeding 
sounds  like  a strange  combination  to 
begin.  But  brewers  and  distillers  have 
been  selling  the  dried  and  compressed 
“filter  cake”  from  their  vats  since  the 
time  of  the  Pharaohs.  Just  a few 
months  after  the  initial  Dow  list,  DCF 
became  American  Spirits  Manufactur- 
ing and  later  National  Distillers,  the 
“Whiskey  Trust”  that  controlled  more 
than  70  “competing”  distilleries.  As 
American  Spirits,  it  was  dropped  from 
the  DJIA  in  1899. 

Prohibition  in  1920  accomplished 
what  anti-trust  campaigners  could 
not,  and  in  1924,  ND  became  National 
Distillers  Products  Corp.  to  develop 
industrial  alcohol  and  chemical  mar- 
kets. Five  years  later  NDP  began  a 
relationship  with  U.S.  Industrial 
Chemicals,  formerly  U.S.  Industrial 
Alcohol,  by  buying  from  USI  a 
molasses-based  plant  outside  New 
Orleans.  The  repeal  of  Prohibition  in 
1933  returned  the  focus  of  NDP  to 
potable  potions,  but  in  1949  a new 
president,  a teetotaler,  shifted  the 
emphasis  back  to  chemicals  and  met- 
als. In  1951  NDP  and  USI  merged, 
keeping  the  later  name.  The  wine  busi- 
ness was  eventually  sold  to  interests 
that  are  now  part  of  the  European 


giant  Diageo;  the  liquor  business  went 
to  American  Brands. 

The  divestiture  was  completed  in 
1987,  and  the  name  was  changed  to 
Quantum  Chemicals.  That  firm  was 
bought  by  Hanson  PLC  in  1993?  and 


spun  back  out  as  Millennium  Chemi- 
cals five  years  later.  It  makes  petro- 
chemicals, polymers,  and  inorganics 
— but  no  booze.  That  legacy  was 
revived  by  John  F.  Salisbury,  former 
general  counsel  for  NDP.  He  bought 
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Specimen  certificate  for  American  Beet  Sugar  Company, 
which  icas  replaced  on  the  Dow  by  Corn  Products  Refining. 


the  name  of  his  old  company  from 
Hanson,  and  with  a couple  of  partners, 
now  makes  potato  vodka  in  Rigby, 
Idaho  under  the  brand  name  Teton 
Glacier.  In  June  2003  the  Beverage 
Tasting  Institute  of  Chicago  ranked 
Teton  Glacier  tied  for  seventh  in  the 
world  with  93  out  of  100  points. 

Complex  and  aromatic  as  the  DCF 
story  is,  it  pales  before  the  tortuous 
saga  of  American  Tobacco.  Washington 
Duke  fought  in  defense  of  Richmond, 
Virginia  at  the  end  of  the  Civil  War, 
and  returned  home  to  Durham’s  Sta- 
tion, North  Carolina  with  50C  in  his 
pocket.  He  owned  300  burned-over 
acres,  which  he  sold,  renting  back 
some  to  plant  tobacco.  His  three  sons 
worked  the  land  with  him,  and  they 
produced  Pro  Bono  Publico  brand 
pipe  tobacco.  The  competition  was 
John  C ireen’s  Genuine  Durham  Smok- 
ing Tobacco.  It  sported  the  label 
device  of  a bull,  borrowed  from  a jar 
of  mustard  from  Durham,  England. 

The  success  of  Green’s  pipe  tobacco 
drove  the  struggling  Dukes  into  the 
less  respectable  business  of  cigarettes. 
It  was  also  less  profitable,  because  each 
cigarette  was  rolled  by  hand.  In  1884 
the  mechanic  for  youngest  son  James 
Buchanan  Duke  invented  a machine 


for  making  200  cigarettes  per  minute. 
James  improved  the  design,  and  with 
the  cost  of  production  slashed,  profits 
rolled  in.  Just  four  years  later  W.  Duke, 
Sons  5c  Co.  had  a sprawling  complex 
in  Durham  and  a plant  in  New  York 
on  Rivington  Street.  By  1889  Duke 
had  a 38  percent  market  share. 

American  Tobacco  was  created  in 
1890  when  Duke  bought  out  the  “Big 
Four”  of  the  time:  Allen  5c  Ginrer, 
Kinney,  Kimball  and  Goodwin.  James 


was  named  president  and  the  firm  was 
capitalized  at  $25  million.  Nationwide 
acquisitions  brought  in  familiar  names 
including  P.  Lorillard,  R.  J.  Reynolds, 
Liggett  & Myers,  and  finally,  Green’s 
Bull  Durham.  Pierre  Lorillard  had 
begun  manufacturing  in  New  York  in 
1760,  making  it  the  oldest  tobacco 
company  in  the  world.  A separate  sub- 
sidiary, Continental  Tobacco  was 
formed  for  chew. 

Atco  was  dropped  from  the  DJIA  in 
1899  in  favor  of  Continental  Tobacco, 
which  was  dropped  in  1901.  The  Dow 
was  smoke-free  until  1924  when  Atco 
was  restored,  but  it  was  a shadow  of  its 
former  self.  In  1910  Atco  sold  a 
staggering  82  percent  of  the  8.6  billion 
cigarettes  sold  in  the  U.S.  The  company 
could  not  have  chosen  a worse  time  to 
show  such  dominance.  In  the  seminal 
anti-trust  year  of  1911,  seven  states, 
including  North  Carolina,  brought  suit 
and  the  Tobacco  Trust  was  broken  into 
four  companies:  a new,  slimmer  Atco, 
Reynolds,  Lorillard  and  L5cM. 

In  1928  Atco’s  listing  was  changed 
to  the  B-class  shares,  but  two  years 
later  was  replaced  on  the  list  by  erst- 
while sister  company  LScM.  Two 
years  later  L&M  was  out  and  Atco  B 
was  back.  There  it  stayed  until  1985 
when  Atco  changed  its  name  to 
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American  Brands,  reflecting  a diversi- 
fication into  golf,  home  fixtures  — and 
beverages,  having  acquired  the  liquor 
business  of  National  Distillers.  The 
broadening  did  no  good,  as  Philip 
Morris  replaced  American  Brands  on 
the  Dow  the  same  year.  American 
Brands  is  now  Fortune  Brands,  and  is 
out  of  the  tobacco  business. 

In  contrast  to  Atco’s  permutations, 
the  DJIA  story  of  American  Cotton 
Oil  is  short  and  sharp:  it  was  dropped 
in  1901.  But  the  corporate  history  of 
ACO  is  still  evolving.  The  company 
was  formed  in  1889  in  New  Jersey.  In 
a strange  series  of  transactions  in 
1924,  assets  were  shuffled  among  sev- 
eral subsidiaries  making  a division 
called  Gold  Dust  the  parent  company. 
That  same  year  Corn  Products  Refin- 
ing was  dropped  from  the  Dow  after 
replacing  American  Beet  Sugar  just 
four  years  before. 

Gold  Dust  absorbed  its  former 
parent  ACO  in  1929,  and  in  1931 
changed  its  name  to  The  Best  Foods, 
Inc.  Best  Foods  and  CPR  merged  in 
1958  to  form  Corn  Products  Co., 
which  became  CPC  International  in 
1969.  CPCI  spun  off  its  retail  brands 
as  Bestfoods  in  1998,  but  indepen- 
dence lasted  only  two  years  until  an 
acquisition  by  the  Anglo-Dutch 
giant  Unilever. 

American  Sugar  is  the  only  Dow 
Dozen  survivor  that  is  now  privately 
held.  Henry  O.  Havemeyer  built  his 
first  refinery  in  1871  on  the  waterfront 
in  Brooklyn.  Six  years  later  he  orga- 
nized Sugar  Refineries  Company  in 
1887  with  20  plants.  Nine  of  them 
were  in  Brooklyn,  and  Havemeyer’s 
two  were  the  largest. 

Havemeyer’s  Sugar  Trust  was  ruled 
illegal  in  i89t,  20  years  before  the  big 
trust  busts  of  19x1.  He  reorganized 
his  own  holdings  as  American  Sugar 
Refining,  and  resumed  acquiring  on  a 
slightly  more  modest  scale.  In  1897 
Havemeyer  organized  and  took  a 50 
percent  interest  in  Spreckels,  a beet- 
sugar  business  in  California.  The 
Domino  brand  name  was  introduced 


in  1900,  and  in  1922  a sign  was 
raised  over  the  Brooklyn  plant  (the 
successor  sign  that  still  dominates  the 
East  River  was  erected  in  1967). 
American  Sugar  was  dropped  from 
the  Dow  in  1930. 

Spreckels  was  absorbed  in  1963, 
initiating  a flurry  of  transactions  that 
continue  to  this  day.  The  name  was 
changed  to  Amstar  in  1970,  and  the 
firm  was  taken  private  in  a leveraged 
buyout  in  1984.  Amstar  sold  the 


sugar-beet  operations  in  1987,  anc. 
the  next  year  was  acquired  by  the 
U.K.  sugar  giant  Tate  & Lyle.  The 
subsidiary  name  was  changed  to 
Domino  Sugar  in  1991,  then  Tate  & 
Lyle  North  American  Sugars  in  1998., 
and  finally  Domino  Foods  in  2001.. 
That  same  year  it  was  bought  from 
Tate  & Lyle  by  Refined  Sugars,  whichr 
revived  the  name  American  Sugar 
Refining.  It  is  based  at  an  old  water- 
front plant  in  Yonkers,  New  York. 


continued  on  page  33:  J 

Truth  In  Advertising: 

The  Dow  Jones  Services  Index 

3M  [1] 

(heavy  industries  in  bold) 

International  Paper 

Alcoa 

J.P.  Morgan  Chase 

Altria  Group  [2] 

Johnson  & Johnson 

American  Express 

McDonald’s 

AT&T 

Merck 

Boeing 

Microsoft 

Caterpillar 

Procter  & Gamble 

Coca-Cola 

SBC  Communications 

DuPont 

United  Technologies  [4] 

Eastman  Kodak 

Wal-Mart 

ExxonMobil 

Disney 

General  Electric 

General  Motors 

Notes:  1)  Changed  name  from 
Minnesota  Mining  and  Manufac- 

Hewlett-Packard 

taring  April  2002.  2)  Changed 

Home  Depot 

name  from  Philip  Morris  January 
2003.  4)  Includes  Allied-Signal.  4) 

Honeywell  [3] 

Owns  Sikorsky,  Otis,  Pratt  & 

Intel 

Whitney,  and  Carrier.  Source: 

Dow  Jones. 
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Abraham  Lincoln  and  the 
Second  Portuguese  Church 

By  Sanford  J.  Mock 


Pictured  here  is  a check  for  $5 
payable  to  the  Second  Portuguese 
Church,  written  and  signed  by  Abra- 
ham Lincoln  on  July  16,  i860.  The 
Second  Portuguese  Church?  Abra- 
ham Lincoln?  What  could  have  been 
the  connection? 

The  saga  unfolds  in  Madeira,  the 
Portuguese  islands  off  the  coast  of 
Africa,  in  1838.  Doctor  Robert  Reid 
Kalley,  a wealthy  physician  and  minis- 
ter of  the  Free  Church  of  Scotland,  en 
route  to  missionary  work  in  China, 
stopped  at  Funchal,  Madeira,  when 
his  wife  became  ill. 

As  she  convalesced,  the  couple 
decided  that  this  lovely  island  would 
he  a fine  place  to  dispense  free  medical 
care,  plus  the  Scotch  Presbyterian 
interpretation  of  the  scriptures.  As  a 


Check  for  $5  payable  to 
the  Second  Portuguese  Church, 
signed  by  Abraham  Lincoln. 


man  of  means.  Dr.  Kalley  was  able  not 
only  to  maintain  his  free  dispensary 
and  hospital,  but  to  establish  schools 
and  hire  teachers  so  the  natives  could 
learn  English  (and  he,  Portuguese). 

The  predominant  religious  authority 
in  the  Portuguese  islands  was  the  Roman 
Catholic  Church.  For  a couple  of  years, 
Kalley  avoided  their  displeasure.  But 
when  his  church  began  attracting  to 
open-air  Sunday  Calvinist  services 
some  1,000  to  3,000  people,  the 
Catholic  powers,  represented  by  the 
Bishop  of  Madeira,  intervened. 

Arrests  and  ex-communications 
began.  Kalley  protested  to  the  arch- 
bishop in  Lisbon,  and  orders  were  sent 
from  there  to  halt  the  persecution. 
That  did  not  deter  the  local  clergy  and 
courts.  They  persisted  with  arrests  and 
imprisonment.  Kalley  himself  spent 
five  months  in  jail  in  1845. 

That  prompted  his  return  to  Scot- 
land, but  other  missionaries  arrived. 


The  religious  conflict  intensified,  cul- 
minating in  riots  in  1846.  With  this 
unrest  came  a worsening  economy. 
The  combination  drove  1,000  Por- 
tuguese to  leave  Madeira  on  English 
ships.  They  stopped  in  Trinidad,  where 
they  worked  on  sugar  and  cocoa  plan- 
tations. The  women  became  house- 
maids and  seamstresses.  But  as  a group 
they  were  not  happy  with  the  climate 
and  overall  environment. 

To  the  rescue  came  an  organized 
Christian  coalition.  The  American 
Protestant  Society  took  an  interest  and 
made  plans  to  bring  the  displaced  peo- 
ple to  America.  The  American  Hemp 
Company  agreed  to  settle  r yi  families 
between  Jacksonville  and  Springfield, 
Illinois,  each  family  with  10  acres  of 
land.  The  Missionary  Society  raised 
the  money  and  transported  the  immi- 
grants from  Trinidad  to  New  York 
and  then  Illinois. 

At  the  critical  moment,  when  it 
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was  time  to  settle  the  families  on  the 
farms,  American  Hemp  was  unable  or 
unwilling  to  proceed.  Now  another 
rescue  effort  was  organized.  All  the 
Protestant  churches  in  Jacksonville 
and  Springfield  joined  forces.  With 
great  generosity,  they  provided  the 
essentials  to  launch  the  newcomers. 
The  grateful  Portuguese  became 
model  residents,  integrating  with 
the  business  and  professional  life  of 
the  community. 

By  1855,  there  were  350  Portuguese 
in  Springfield,  and  for  several  years 
they  continued  to  arrive  from  Trinidad 
and  Madeira.  In  the  first  generation, 
socially,  they  maintained  their  ethnic 
culture.  They  formed  three  Portuguese 
Presbyterian  churches  in  Jacksonville 
and  two  in  Springfield.  Some  17 
Madeirans  later  saw  service  for  the 
North  in  the  Vicksburg  campaign  and 
the  siege  of  Atlanta. 

Lincoln’s  awareness  of  the  Second 
Portuguese  Church  could  have  origi- 
nated from  Portuguese  clients  of  the 
law  firm  of  Lincoln  and  Herndon,  but 
his  more  personal  interest  probably 
stemmed  from  the  family’s  employ- 
ment of  young  Frances  Affonsa. 
Frances,  a dark-skinned,  black-eyed 


Portuguese  girl,  came  to  the  house 
sometime  between  Lincoln’s  defeat  for 
the  U.S.  Senate  in  1858  and  his  presi- 
dential nomination.  She  is  reported  to 
have  declared  simply,  “I  wash  clothes, 
Mrs.  Lincum.” 

The  girl’s  conscientious  work  and 
good  nature  made  a favorable  impres- 
sion on  Mary  Lincoln,  who  was 
known  to  be  hard  on  household  help. 
Frances,  as  laundress,  was  junior  in 
the  household  to  Mariah  Vance,  a 
pipe-smoking  black  woman,  10  years 
older  than  Lincoln,  who  served  the 
family  from  1850,  first  as  laundress, 
maid,  then  general  housekeeper. 
Mariah  did  not  live  with  the  Lincolns 
— she  had  iz  children  and  a husband 
in  the  town.  Her  son  Billie  became  a 
close  friend  of  Robert  Todd,  who 
taught  him  to  read  and  write. 

It  is  from  Mariah  that  we  learn 
most  about  the  private  lives  of  the 
Lincolns,  for  her  remembrances  were 
written  in  Black  English  by  Adah 
Sutton.  About  Abe,  Mariah  said, 
“Dat  man  was  a man  of  Gawd  and  he 
was  crucified  every  day  of  his  life.” 
And  about  Mary,  “Honey  chile,  ef  ah 
wah  good  ‘nough  fah  dah  Missy  Lin- 
column,  ah  shuh  and  be  good  ‘nough 
fah  mose  anyone.  Dat  woman  wah 
shuh  ‘ticklah.” 

May  of  i860  was  a time  of  great 
excitement  for  the  Lincoln  household. 
The  Republican  nominating  conven- 
tion began  in  Chicago  on  May  16. 
One  hundred  and  fifty  railroad  trains 
a day  brought  40,000  curious 
strangers  and  500  delegates  to  the 
city.  The  old  Sauganash  Hotel  at  the 
corner  of  Lake  and  Market  streets 
had  been  torn  down  and  replaced 
with  a barn-like  wooden  structure 
called  The  Wigwam. 

Ten  thousand  people  crowded  into 
a vast  interior,  festooned  with  flags 
and  streamers  of  red,  white,  and  blue. 
Norman  Judd,  a railroad  lawyer, 
stood  before  the  huge  assemblage  and 
delivered  one  brief  line.  “I  desire,  on 
behalf  of  the  delegation  from  Illinois, 
to  put  in  nomination,  as  a candidate 


for  president  of  the  United  States,. 
Abraham  Lincoln  of  Illinois.” 

“Five  thousand  people  leaped  fronn 
their  seats,  women  not  wanting,”  ai 
Lincoln  supporter  reported,  “and  the 
wild  yell  made  vesper  breathings  of  all! 
that  had  preceded.  A thousand  steam 
whistles,  10  acres  of  hotel  gongs,  a 
tribe  of  Comanches  might  have  min- 
gled in  the  scene  unnoticed.” 

“Old  Abe,”  “Honest  Abe,”  “The 
Backwoodsman,”  “The  Rail  Splitter” 
defeated  the  favored  William  Seward 
for  the  nomination.  (Horace  Greeley 
had  wired  his  New  York  Tribune  that r 
Seward  seemed  sure  to  win). 

Two  months  after  the  nomination, 
Lincoln  made  his  $5  contribution  to 
the  Second  Portuguese  Church. ..at 
the  request  of  Frances  Affonsa? 
Mary?  A congregant  who  dutifully 
came  to  the  door  seeking  donations? 
Or  was  it  just  Old  Abe’s  kindly  char- 
itable inspiration? 

On  November  6,  Lincoln  won  the 
presidency,  polling  1.8  million  votes  to 
1.3  for  Democrat  Stephen  Douglas. 
Amidst  the  jubilation,  back  in  Spring- 
field,  the  president-elect  received  a 
stately  black  silk  hat  as  a gift.  He  said 
simply  to  Mary,  “Well,  wife,  if  noth- 
ing else  comes  of  this  scrape,  we’re 
going  to  have  some  new  clothes.” 

Sanford  J.  Mock  is  a retired  stock 
broker  and  document  collector. 
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B»jrJu\ilk  in  the  19tl>  century  resort  town  of  Ljlcewood,  New  Jersey. 


By  Russell  Roberts 

There  once  was  a town  that  yearly 
played  host  to  the  rich  and  powerful 
from  all  walks  of  American  I i f e — 
everyone  from  John  D.  Rockefeller 
and  George  Gould  to  Grover  Cleve- 
land, Oliver  Wendall  Holmes,  Mark 
Twain  and  Rudyard  Kipling.  It  was  a 
magical  place,  where  luxurious 
hotels  served  two  dozen-course  meals, 
liveried  footmen  drove  polished 
wooden  coaches  through  the  streets, 
and  fabulous  parties  were  common- 
place. It  was  a place  of  polo  clubs 
and  foxhunts,  sprawling  mansions 
and  elaborate  landscapes,  great 
wealth  and  even  greater  opulence, 
and  the  first  professional  golf  tour- 
nament in  the  country. 

It  was  Lakewood,  New  Jersey - 
America’s  first  winter  resort. 

When  Aspen  was  little  more  than  a 
prospector’s  rest  stop,  Lakewood  was 
welcoming  the  movers  and  shakers  of 
American  society.  From  the  late  19th 
through  the  early  10th  century, 
Lakewood  was  the  place  to  go  from 
October  through  May-so  much  so, 
that  in-season  The  New  York  Times 
carried  a weekly  Lakewood  update 
for  its  readers. 

I he  story  of  how  Lakewood  got 
that  way  owes  as  much  to  good  luck 
and  circumstance  as  it  does  to  calcula- 
tion and  careful  planning. 

t ’Urftj  is/cnj 

Nothing  in  Lakewood’s  early  history 
could  have  prepared  it  for  its  rebirth 
as  a popular  resort  for  the  wealthy. 
Lakewood  lies  approximately  10 
miles  from  the  Jersey  Shore,  in  north- 
ern Ocean  County.  It  is  equidistant  by 


road  from  New  York  and  Philadel- 
phia-about  50  miles  from  each.  It 
lies  in  New  Jersey’s  famous  “pine 
belt.”  Roth  Lakewood's  geography 
and  topographs  would  play  critical 
roles  in  the  drama  that  would  subse- 
quently unfold. 

The  area  was  first  settled  about 
1^50  and  known  as  Three  Partners' 
Mill.  The  Hist  industry  in  the  region 
was  a lumber  mill,  followed  by  bog 
iron  mining  and  a blast  furnace.  As 
the  area  residents'  main  livelihood 
changed,  so  did  the  name- from  Three 
Partners’  Mill  to  Washington’s  Fur- 
nace to  Bricksburg. 

The  name  Bricksburg  was  in  honor 
of  the  Brick  family,  who  were  the 
area's  most  prominent  citizens  until 
Gould  and  Rockefeller  came  along. 
James  Brick  bought  the  blast  furnace 
in  1832,  and  ran  it  until  his  death  in 
1847,  when  his  son  Riley  took  over. 

To  Riley  Brick  must  go  the  credit 
for  having  the  vision  to  imagine  what 
the  area  could  become.  He  built  a 


beautiful  hotel/tavern  nearly  three  sto- 
ries tall  called  the  Bricksburg  House  to 
accommodate  visitors  increasingly 
drawn  to  the  region  because  of  its  pine 
tree-purified  air  and  reputation  as  a 
place  with  a healthy  climate. 

In  the  winter  of  1 879,  a 50-year-old 
New  York  banker  named  Henry  Kim- 
ball visited  the  area.  Lakewood’s  great 
metamorphosis  was  about  to  begin. 

<t)/rf/t  cf~a  [Qcxcrfr 

Kimball  was  on  his  way  to  Atlantic  City 
to  clear  up  a weakness  in  his  lungs  in 
the  healthy  sea  air.  On  his  way  he 
decided  to  drop  in  on  his  old  school 
friend  and  Bricksburg  resident  Sarah  A. 
Bradshaw.  The  area's  growing  notoriety 
as  a healthy  place  probably  influenced 
his  decision. 

I he  visit  worked  wonders  on  Kim- 
ball's health.  When  he  returned  to  New 
York  City  he  was  agog  over  Bricksburg. 
As  l be  New  York  Times  reported: 
“When  he  (Kimball ) returned  to  New 
York,  nearly  cured,  he  said  to  his  physi- 
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Kissing  Bridge  in  Winter. 


cian,  ‘I  have  found  the  place  of  all 
places,  only  50  miles  from  New  York.  It 
has  made  me  a sound  man,  and  I am 
going  to  make  it  my  winter  home.”’ 

With  the  fervor  of  the  truly  con- 
verted, Kimball  took  his  doctor  with 
him  back  to  Bricksburg.  Once  there, 
the  physician  agreed  that  it  was  a 
wonderful  place  for  people  with  lung 
conditions.  “There  were  thousands  of 
acres  of  pine  lands,  stretching  for  miles 
in  every  direction,”  said  the  Times  arti- 
cle. “The  soil  was  so  loose  and  light 
there  was  no  chance  for  any  malaria.” 

Kimball  enthusiastically  talked  up 
the  area  and  its  wonderful  curative 
powers  to  friends  at  the  New  York 
Stock  Exchange.  The  men  agreed  to  go 
to  Bricksburg  and  see  for  themselves. 

What  they  saw  must  have  agreed 
with  them,  for  they  quickly  bought 
more  than  19,000  acres,  renamed  the 
place  Lakewood  (there  was  a large  lake 
called  Carasaljo  in  the  center  of  town, 
named  after  Riley  Brick’s  three  daugh- 
ters-Carolina,  Sarah,  and  Josephine), 
and  began  planning  the  birth  of  the 
nation’s  most  magnificent  winter  resort. 

Out  of  the  pine  forests  were  carved 
miles  of  roads,  saddle  trails,  and 
boardwalks.  Rustic  wooden  shelters 
and  bridges  were  also  built,  trans- 
forming the  formerly  sleepy  area  into 
a picturesque  fairytale  land.  The 
Bricksburg  House  was  enlarged  and 
renamed  to  become  the  much  more 
bucolic-sounding  Laurel  House. 

Behind  much  of  the  work  was  Kim- 
ball, who  personally  designed  and 
supervised  many  of  the  building 
improvements.  He  was  both  head 
architect  and  chief  cheerleader  for  his 
new  resort.  As  he  told  the  Times: 


Skating  on  Lake  Carasaljo. 


This  region  is  the  best  place  in  any 
of  the  northern  states  for  anybody 
with  weak  lungs.  We  have  here  the 
purest  of  air,  filtered  through  miles 
of  pine  forests ; the  purest  of  water, 
and  the  best  possible  soil  for  the 
purpose,  with  perfect  drainage. 

Another  claim  made  was  that 
Lakewood’s  winter  temperature  was 
about  10  degrees  warmer  than  New 
York  City,  although  the  two  cities 
were  but  50  miles  from  each  other. 
However,  New  York  was  playing 
against  a stacked  deck,  since  the  ther- 
mometer used  to  record  Lakewood’s 
temperature  was  mounted  on  a pillar 
of  the  Laurel  House  that  contained  a 
hidden  steam  pipe. 

But  unless  visitors  were  planning  on 
wearing  Bermuda  shorts,  the  tempera- 
ture disparity  didn’t  matter.  Lakewood 
quickly  became  a place  where  horse- 
drawn  sleighs  carried  couples  bundled 
up  in  heavy  coats  on  winding  trails 
through  pine  forests.  There  was  always 
a shimmering  majesty  about  the 
forests,  especially  after  a snowfall  when 
the  green  needles  would  jut  defiantly 
from  their  white  blanket. 

Among  the  visitors  to  Lakewood 
during  the  1880s  were  writers  Henry 
Cuyler  Bunner,  William  Cullen  Bryant, 
Oliver  Wendall  Holmes,  and  Albion 
W.  Tourgee,  along  with  publishers 
Henry  Oscar  Houghton  and  George  H. 
Mifflin.  In  fact,  so  many  people  flocked 
to  the  newly  fashionable  winter  resort 
that  the  Laurel  House  was  again 
enlarged.  When  it  reopened,  it  occupied 
almost  an  entire  block.  It  contained 
186  first-class  rooms,  each  with  its  own 
fireplace.  The  hotel  had  several  parlors, 


Lakewood  Railroad  Depot. 


a reading  room,  a smoke-and-billiards 
room,  and  glass-enclosed  piazzas  that  ' 
ran  across  most  of  its  length. 

Another  famous  visitor  was  Presi- 
dent Grover  Cleveland.  He  and  his 
family  enjoyed  Lakewood  and  were 
frequent  guests,  sometimes  staying  att 
one  of  the  hotels  that  had  been  built 
and  sometimes  staying  in  one  of  the 
many  fashionable  “cottages”  that! 
had  sprung  up  around  town.  In  1893, 
the  president-elect  chose  his  cabinet 
in  Lakewood,  and  remained  there  up 
to  his  inauguration.  Cleveland’s 
infant  daughter,  Ruth,  for  whom  the 
Baby  Ruth  candy  bar  was  named, 
was  a hit  in  town.  A sidewalk  stroll 
was  sure  to  quickly  attract  cooing 
matrons,  and  the  vivacious  child  was 
one  of  Lakewood’s  favorite  guests. 

In  1891  two  new  big,  luxurious 
hotels  were  erected,  the  Lakewood 
Hotel  and  Laurel-In-The-Pines.  The 
Lakewood  Hotel  was  built  by  a syn- 
dicate led  by  Nathan  Straus,  the 
department-store  magnate.  The  story 
goes  that  several  years  earlier,  after 
driving  down  from  New  York  in  his 
coach,  he  was  denied  a room  at  the 
Laurel  House  because  of  his  religion. 
“Could  you  at  least  accommodate  my 
horses,”  he  is  said  to  have  retorted, 
“they’re  not  Jewish.”  The  Lakewood 
Hotel  was  open  to  all  faiths,  which 
did  have  its  drawbacks:  the  hotel 
became  the  favorite  resort  of  the 
Tammany  Hall  bosses. 

{jt’OIt/l'  {feu ft/ 

George  Jay  Gould  was  born  in  New 
York  City  on  Lebruary  6,  1864.  The 
oldest  son  of  railroad  baron  and 
market  manipulator  Jay  Gould, 
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George  had  matured  by  age  zi  into  a 
devilishly  handsome,  slender  young 
man,  with  dark  hair  and  a short 
curly  mustache.  In  1886,  he  married 
Edith  Kingdom  an  actress. 

At  the  age  of  Z4  he  became  presi- 
dent of  the  Little  Rock  and  Fort  Smith 
Railway.  Upon  his  father’s  death  in 
1891  George  inherited  all  of  the  senior 
Gould’s  railroad  properties.  It  was 
also  in  February  of  189Z  that  George 
visited  Lakewood  for  the  first  time. 

For  the  next  several  years  Gould 
repeatedly  returned  to  Lakewood, 
spending  the  season  there  in  rental 
properties.  Finally  tiring  of  that 
arrangement  in  1896,  Gould  bought 
an  1 1 -acre  tract  of  land  in  town.  Sub- 
sequent purchases  eventually  brought 
the  size  of  Gould’s  Lakewood  land 
holdings  to  zoo  acres. 

In  January  of  1897,  Gould  and  New 
York  architect  Bruce  Price  began  build- 
ing an  estate  that  would  make  Gould 
preeminent  among  Lakewood  society. 
The  idea  was  to  turn  the  property  into 
something  along  the  lines  of  the  great 
English  estates  of  the  Georgian  period, 
so  the  name  Georgian  Court  seemed 
appropriate.  Georgian  Court  rook 
almost  two  years  to  complete  at  a cost 
of  about  Sz  million.  It  was  the  most 
spectacular  in  a sea  of  spectacular 
developments  in  Lakewood. 

Georgian  Court’s  main  building 
contained  30  rooms,  a marble  fire- 
place, a $z5,ooo  bed,  a frieze  of  the 
Canterbury  Pilgrimage,  and  staircases 
in  one  of  three  different  types  of  mate- 
rial: marble,  bronze,  or  gold.  The 
grounds  were  laid  out  in  elaborate  for- 
mal garden  style.  It  featured  classical 
statuary  (originals  and  copies)  and  an 
elaborate  electrically  operated  foun- 
tain featuring  a sculpture  of  the  god 
Apollo  that  was  the  undeniable  envy 
of  the  entire  world.  (When  the  King  of 
Siam  heard  about  it,  he  offered 
$ioo,ooo  if  the  artist  would  build  him 
an  exact  duplicate,  only  five  times  as 
large.)  G ould  also  had  a private  water- 
gate  to  an  adjacent  lake,  which  was 
accessed  by  a brick  and  marble  bridge. 


Gould  continued  adding  to  Geor- 
gian Court.  In  1901,  when  a large 
wrought  iron  sculpture  of  an  eagle  and 
dragon  that  had  won  an  exposition  in 
Paris  caught  his  fancy,  Gould  bought  it 
for  a reputed  $45,000  and  had  it  sent 
to  Lakewood. 

In  December  1898,  soon  after 
Georgian  Court  officially  “opened,” 
Gould  had  an  elaborate  outdoor  party 
to  show  off  his  new  living  quarters. 
But  Mother  Nature  rained  on  his 
parade,  literally,  by  raining  our  the 
event.  Furious  over  nature’s  temerity, 
Gould  vowed  that  rain  would  never 
spoil  another  of  his  soirees. 

The  result  was  the  immense  Casino, 
built  at  a cost  of  $z50,ooo.  Having 
nothing  to  do  with  gambling  but 
everything  to  do  with  fun,  the  Z75  x 
zoo-foot  building  contained  a gymna- 
sium, swimming  pool,  bowling  alleys, 
racquet  and  squash  courts,  Turkish 
baths,  automobile  room,  kitchen, 
breakfast  room,  and  nearly  two  dozen 
guest  bedrooms.  To  celebrate  its  open- 
ing in  December  1899,  Gould  held  a 
grand  Christmas  parry,  complete  with 
ushers  escorting  guests  to  their  seats. 
George  Gould  was  among  the  ushers. 

The  Goulds  enjoyed  life  at  Lake- 
wood,  typically  spending  from  late 
October  through  early  May  there. 
They  had  a tradition  that  the  sunniest 
room  in  Georgian  Court  was  exclu- 
sively for  the  youngest  child  in  the 
family.  When  a new  baby  came  along, 
the  family  held  a little  ceremony  that 
marked  the  new  child  moving  in  and 
the  other  child  moving  out. 

Gould  plunged  into  everyday  life 
at  the  resort,  even  joining  the  volun- 
teer fire  department.  Bur  his  record  in 
appearing  at  fires  was  uneven.  In 
190Z  his  fire  company,  showing  that 
they  meant  business,  fined  him  the 
grand  total  of  $1  for  failing  to  appear 
at  a fire  scene.  Thereafter,  Gould 
made  sure  he  answered  the  fire  bell, 
sometimes  arriving  in  a chauffeur- 
driven  automobile. 

Gould  loved  automobiles.  He  had 
one  of  the  first  in  Lakewood,  a shiny 


new  Panhard.  But  the  newfangled 
machine  frequently  caused  horses  to 
bolt.  Once  Gould  gave  a farmer  $10 
whose  wagonload  of  wood  was  cap- 
sized by  a horse  rearing  up  at  his  car. 
Once  word  of  the  incident  got  around, 
farmers  went  out  of  their  way  to 
encounter  Gould. 

But  in  Lakewood  during  this  time 
you  were  more  likely  to  see  the  rich 
and  powerful  than  farmers.  Guests 
included  capitalist  Russell  Sage,  the 
Astor  and  Vanderbilt  families,  pub- 
lishers Joseph  Pulitzer  and  Charles 
Scribner,  lawyers  Elihu  Root  and 
Clarence  Blair  Mitchell,  business 
magnate  James  C.  Fargo,  Tammany 
Hall  boss  Richard  Croker,  and  many 
others.  Fabulous  hotels  were  con- 
structed, many  of  them  taking  up  an 
entire  block  and  containing  hundreds 
of  rooms. 

Guests  passed  the  time  dancing 
cotillions,  playing  hearts,  giving  par- 
ties, riding  to  hounds,  and  playing  a 
new  game  called  golf.  They  attended 
lectures  on  art,  history,  literature,  and 
subjects  of  urgent  current  interest, 
like  “Slaughtered  Armenia.”  Men 
conducted  business  over  brandy  and 
cigars,  and  women  sewed  garments  to 
give  to  the  poor. 

And  John  D.  Rockefeller  came 
to  town. 

. Jr/m  J).  [f{(>chcfrfler 

Rockefeller  began  buying  property  in 
Lakewood  in  1901.  The  area  was  an 
early  hotbed  for  the  new  game  of  golf; 
the  first  modern  professional  golf  tour- 
nament took  place  there  in  1898. 
Fueled  partly  by  his  newfound  passion 
for  golf,  Rockefeller  decided  to  make 
Lakewood  his  “middle”  home,  between 
summers  in  New  York  and  winters  in 
Florida.  In  190Z  came  the  opportunity 
of  a lifetime:  the  sprawling  grounds 
and  clubhouse  of  the  Ocean  County 
Hunt  and  Country  Club  became 
available  in  Lakewood.  Rockefeller 
snatched  it  up  for  $iz.5  million. 

Rockefeller  imported  thousands  of 
varieties  of  trees  from  around  the 
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How  A FrencK  Colonial  Pioneer  Gave  Rise 
to  a Flourishing  Asset-Management  Firm 


By  Gregory  DL  Morris 

Etienne  Roi  de  Villere  (“VILL-a- 
ree”)  landed  in  the  fetid  swamp  that 
would  become  New  Orleans,  and  first 
acquired  a cow,  a native  mistress,  and 
a wife,  in  that  order.  He  had  traveled 
with  the  1699-1706  expedition  of 
Pierre  Le  Moyne,  Sieur  d’Iberville,  the 
founder  of  the  city,  and  co-founder  of 
the  colony  of  Louisiana. 

Nine  generations  after  Etienne’s 
arrival  the  Villere  family  of  New 
Orleans  is  still  making  shrewd  deci- 
sions running  one  of  the  oldest  asset- 
management  firms  in  the  country.  The 
firm  has  $1.1  billion  under  manage- 
ment, mostly  for  private  clients, 
institutions,  foundations,  and  pension 
funds.  But  in  1999  the  company 
launched  a balanced,  no-load  mutual 
fund  to  make  their  asset  management 
available  to  the  not-yet-wealthy. 

Many  of  the  never-to-be-wealthy 
French  settlers  to  Louisiana  were 

St.  Denis  J.  Villere , 
founder  of  the  investment  firm. 


unwilling  wretches  dragged  from  the 
dungeons  of  the  Bastille  by  the  Com- 
pany of  the  West,  chartered  in  1717  by 
John  Law  and  better  known  as  the 
Mississippi  Company.  Many  of  the 
nobles  in  Nouveau  Orleans  were  more 
interested  in  the  courts  of  Paris.  But  the 
Villeres  saw  promise.  Etienne’s  son 
Joseph  was  naval  secretary  of 
Louisiana  under  Louis  XV,  and 
Joseph’s  son  Jacques  Philippe  was  the 
first  native-born  governor  of  the  state 
of  Louisiana,  1816  to  1820.  Conseil, 
the  Villere  plantation,  was  downriver 
from  New  Orleans  in  St.  Bernard 
Parish  — Louisiana  has  parishes  instead 
of  counties.  It  was  occupied  by  the 
British  under  General  Sir  Edward  Pak- 
enham  before  his  expedition  was 
defeated  by  Andrew  Jackson  at  the  Bat- 
tle of  New  Orleans  on  January  8,  1815. 

Half  a century  later  the  Civil  War 
devastated  the  entire  region,  but  the 
Villeres  persevered  in  a variety  of  busi- 
nesses, including  brokerage.  St.  Denis  J. 
Villere  & Co.  was  founded  in  1911  as 
a sole  proprietorship  underwriter  and 


broker  for  local  stocks  and  bonds.  “My 
grandfather  was  a graduate  of  Tulane 
University  in  engineering,”  says  St. 
Denis  J.  II,  “Sandy  Sr.,”  senior  member 
of  the  now-LLC.  “He  tried  several 
careers  before  deciding  to  be  a dealer. 
Nothing  was  handed  down  after  the 
Civil  War,  so  he  was  lucky  to  sell  $500 
or  $ 1,000’s  worth  at  a time.” 

A part  of  the  business  was  importing 
wine,  but  that  was  shut  down  in  Janu- 
ary 1920  when  the  18th  Amendment, 
the  Volstead  Act,  ushered  in  13  years  of 
Prohibition.  That  left  the  brokerage, 
which  survived  and  got  a boost  in  1926 
when  the  founder’s  son  Ernest  C. 
joined.  He  became  a partner  in  1928  — 
just  in  time  for  the  Crash  and  the 
Depression.  Ten  years  later  when  his 
father  died,  Ernest  C.  began  to  focus  on 
investment  counseling.  Conseil  was 
destroyed  in  the  Poydres  Crevasse, 
when  the  river  broke  through  the  levee 
in  April  1922. 

Mutual  funds,  called  investment 
trusts  at  the  time,  had  been  a part  of 
the  bubble  that  led  up  to  the  Crash, 
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but  the  firm  found  a niche  selling  the 
surviving  sound  funds  in  the  late 
1930S.  Ironically,  the  business  flour- 
ished in  the  wake  of  the  Depression, 
“all  the  local  competitors  were  broke 
or  scared,”  says  Sandy,  Sr.  He  joined 
rhe  firm  in  i960,  in  time  to  catch 
the  end  of  the  postwar  boom  and 
the  beginning  of  the  American  indus- 
trial decline.  His  brother  George 
G.  joined  in  1968,  and  is  today 
managing  member. 

“I  pushed  rhe  firm  in  the  direction  of 
more  research,”  says  Sandy,  Sr.  George 
adds,  “When  I started,  our  clients  were 
not  interested  in  11s  [underwriting] 
bonds  any  more.  Clients  were  only 
interested  in  11s  being  an  advisory  firm.” 

Despite  his  reliance  on  crunching 
the  numbers,  Sandy,  Sr.  says,  “from 
time  to  time  we  have  relied  on  good 
guidance,  especially  off  Wall  St.”  One 
example  was  railroad  bonds  in  rhe 
1970s.  In  the  face  of  strict  regulations 
and  heavy  government  spending  on 
highways,  railroads  were  struggling; 
many  went  bankrupt  even  though 
their  underlying  assets  were  valuable. 
“Everyone  was  unloading  railroad 
bonds  for  five  or  ten  cents  on  the  dol- 
lar,” says  Sandy,  Sr.  “We  were  buying 
them  by  the  trunkload.  We  bought 


Ernest  C.  Vi  Here 


The  four  Villere  members  (left  to  right):  George  V.  Young. 

St.  Denis  Villere.  Jr.  (Sandy,  Sr.),  George  Villere,  and  St.  Dennis  Villere  III  (Sandy,  Jr.). 


'em  for  years,  and  a lot  were  sold  with 
interest  at  a premium.  Just  like  stocks, 
bonds  are  seldom  cheap  and  popular 
at  the  same  time.” 

Shrewdness  like  that  builds  and 
preserves  fortunes,  but  rakes  lots  of 
work.  Not  surprisingly,  the  minimum 
portfolio  size  for  Villere  & Co.  is 
$500,000.  "But  most  individual 
clients  have  tag-along  accounts.  If  you 
can't  serve  those  too,  it  becomes  an 
uncomfortable  situation,”  says  Sandy, 
Sr.  George  adds,  “If  a widow  has  a $2 
million  portfolio,  she  may  want  to 
start  an  account  for  her  granddaugh- 
ter. In  the  past  we  had  to  farm  that 
out.  Now  with  the  mutual  fund,  we 
have  a good  way  to  retain  the  next 
generation  of  clients.” 

The  next  generation  of  Villeres  is 
St.  Denis  J.  Ill,  “Sandy,  Jr.”  He  joined 
rhe  firm  in  1999,  and  has  concen- 
trated on  the  mutual  fund.  Unlike 
most  funds  that  hold  a hundred  or 
more  stocks  and  trade  frequently, 
V1LLX  holds  about  two  dozen 
names,  and  rends  to  hold  for  several 
years.  As  of  February  2004,  the  fund 
held  66  percent  stocks,  27  percent 


bonds,  and  7 percent  cash.  It  had  $15 
million  in  assets. 

The  four  members  — Sandy,  Sr., 
brother  George,  nephew  George  V. 
Young,  and  Sandy,  Jr.  — like  to  say 
their  “decision-making  process  is 
streamlined  and  unencumbered  by 
committees,  ensuring  ideas  can  be 
implemented  quickly  and  effi- 
ciently,” says  Sandy,  Sr.  The  results 
are  hard  to  dispute:  a Morningstar 
rating  of  five  stars,  as  of  January 
2004,  and  a return  of  33.64  percent 
in  2003.  The  fund  was  ranked 
fourth  of  537  balanced  funds  by 
Upper  Research,  but  the  most 
significant  accomplishment  is  an 
annualized  return  of  10.52  percent 
since  inception,  as  compared  to  the 
average  return  of  2.47  percent 
reported  by  Upper  in  the  same 
period.  Clearly  longevity  and  expe- 
rience make  a difference.  Qa 

Gregory  DL  Morris  is  an  independent 
journalist  and  a member  of  the 
Museum’s  editorial  board.  He  can  be 
reached  at  gdlm@strongpotions.com. 
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Railroad  is  finished.  The  point  of 
junction  is  1,086  miles  west  of  the 
Missouri.” 

The  New  York  Herald  acknowl- 
edged that  there  had  been  an  abun- 
dance of  corruption,  but  even  so  the 
road  “would  be  cheap  to  us  at  a cost  of 
$500  million...  Commercially  it  places 
the  United  States  in  contact  with  Asia, 
internally  it  will  make  North  America 
sparkle  with  cities;  politically,  as  a 
national  binding  force,  it  is  invaluable.” 

When  Oliver  Ames  in  Boston  got 
news  from  the  West  about  the  tremen- 
dous costs  incurred  in  the  final  push  to 
Promontory,  he  was  dismayed.  By  this 
time,  the  Union  Pacific’s  debt  exceeded 
$6  million.  “I  am  so  thoroughly  sick 
of  my  connection  with  the  Road  that  I 
propose  to  get  out  of  it  just  as  soon  as 
I possibly  can.  If  I could  go  out  today 
I should  be  a happier  man.” 

One  event  that  did  make  Oliver 
and  brother  Oates  happier  occurred 
shortly  after  Durant’s  triumphal 
appearance  at  Promontory  Point. 
With  the  concurrence  of  President 
Grant,  Durant  was  forced  off  the 
boards  of  the  UP  and  Credit 
Mobilier.  Soon  his  health  broke,  and 
he  subsequently  went  broke  in  the 
Panic  of  1873. 

After  completion  there  was  little 
money,  but  there  was  equipment  left 
over  — that  which  hadn’t  been 
stolen  by  contractors.  Brigham 
Young  and  his  Mormon  workers 
were  still  owed  hundreds  of  thou- 
sands. Young  settled  for  $600,000 
worth  of  rails,  spikes,  bolts,  passen- 
ger and  boxcars,  etc.  This  enabled 
the  Mormons  to  build  their  own 
branch  line  from  Salt  Lake  City  to 
Ogden.  Slowly,  the  new  railroad  got 
on  its  financial  feet.  Passenger  and 
freight  traffic  gradually  grew.  Then, 
almost  three  years  after  the  golden 
spike  celebration,  a Pandora’s  box 
was  opened  by  the  New  York  Sun 
with  the  following  headlines: 


THE  KING  OF  FRAUDS 

How  the  Credit  Mobilier  Bought 
Its  Way  Through  Congress 

COLOSSAL  BRIBERY 

Congressmen  Who  Have 
Robbed  The  People, 

And  who  now  support 
The  National  Robber 

HOW  SOME  MEN 
GET  FORTUNES 

The  rest  of  the  press  jumped  on 
board.  From  Horace  Greeley’s  New 
York  Tribune : “In  Congress  we  see  the 
Union  Pacific  Railroad  ring  tri- 
umphant, and  its  directors  and  hang- 
ers-on flaunt  their  corruption  and 
their  ill-acquired  means  in  the  face  of 
all  decency  and  legislative  morality.” 

The  New  York  Times  claimed  there 
was  $30  million  in  fraudulent  profits, 
and  they  called  for  an  investigation  of 
the  Credit  Mobilier.  Thus  erupted  the 
biggest  financial  scandal  of  the  19th 
century.  Questions  that  had  arisen, 
but  were  suppressed  during  the  con- 
struction years  now  cascaded  out. 
Investigative  reporting  incited  the 
public’s  wrath. 

Congress  had  to  act.  Politicians 
who  didn’t  own  Mobilier  stock  seized 
the  chance  to  be  crusaders  on  behalf 
of  honesty  and  the  public  trust.  The 
Poland  Committee  was  appointed, 
with  Congressman  Luke  Poland  head- 
ing “The  Inquisition,”  as  he  called  it. 

Every  official  of  the  Union  Pacific, 
the  Central  Pacific,  and  the  Credit 
Mobilier  was  called  to  testify  before 
the  House  of  Representatives.  For  six 
months  the  railroad  principals  were 
grilled.  Every  day  the  exposes  filled 
the  newspapers.  The  more  the  inves- 
tigative reporters  dug,  the  more  the 
citizenry  became  outraged. 

Lying,  cheating,  stealing  seemed  to 
characterize  the  entire  building  of  the 
railroad.  It  was  established  that  Oakes 
Ames  had  distributed  Credit  Mobilier 
stock  to  members  of  Congress  to  buy 


influence,  and  that  he  lied  to  Congress 
about  why  he  gave  or  sold  the  stock  at 
figures  below  the  public  asking  prices. 

His  response  was,  “We  wanted 
capital  and  influence.  Influence  not  on 
legislation  alone,  but  on  credit,  good, 
wide,  and  a general  favorable  feel- 
ing.” He  not  only  found  it  prudent 
but  ethically  acceptable  to  award 
stock  and  make  Congressmen  “inter- 
ested to  prevent  any  legislation  that 
will  injure  us.” 

It  is  a measure  of  the  political 
morality  of  the  time  that  Ames  and  his 
colleagues  in  the  House  could  not  see 
the  conflict  of  interest  inherent  in  the 
stock  ownership  of  companies  they 
could  influence  with  legislation. 

The  Union  Pacific  claimed  it  had 
cost  $109  million  to  build  the  rail- 
road. Committee  experts  said  it  was 
more  like  $50  million,  implying  that 
management,  through  the  Credit 
Mobilier,  charged  vastly  more  than 
true  cost,  and  the  government  paid 
the  difference. 

Actual  numbers  were  never  known, 
but  the  committee  also  estimated  that 
Credit  Mobilier  shareholders,  specifi- 
cally those  in  Congress,  had  profited 
$23  million  in  cash.  UP  directors 
could  not  adequately  explain  why  the 
railroad  was  starved  for  funds  while 
the  Mobilier  made  a profit  and  paid 
huge  dividends. 

The  Central  Pacific  also  came  under 
scrutiny.  But  a funny  thing  happened 
on  the  way  to  the  forum.  Somehow  — 
the  Big  Four  insisted  it  was  an  acci- 
dent— all  the  CP’s  books  were  burned 
in  an  office  fire.  Records  were  lost,  but 
the  Big  Four  remained  intact! 

The  Poland  Committee’s  final 
report  exonerated  most  of  the  Con- 
gressmen who  had  received  Mobilier 
stock,  because  they  presumably 
acquired  the  shares  simply  as  invest- 
ments, not  in  exchange  for  political 
favors  — a not  unexpected  result  of 
Congress  investigating  its  own. 
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Only  two  members  of  the  august 
bodv  were  nor  exonerated:  Oakes 
Ames  and  James  Brooks.  President 
Johnson  had  appointed  Congress- 
man Brooks  a government  represen- 
tative on  the  UP  board  in  1867. 
Brooks  promptly  demanded  that 
Credit  Mobilier  issue  him  stock. 
Ames  arranged  100  shares  for  him  at 
par  value,  $10,000  — though  at  the 
time  the  marker  price  was  $20,000. 
Later  he  wangled  another  50  shares 
below  what  a public  buyer  would 
have  had  to  pay.  As  a government 
director.  Brooks  was  specifically  for- 
bidden by  the  Railway  Act  from 
owning  stock. 

Ames  was  accused  of  bribery,  using 
Credit  Mobilier  stock  "with  the  intent 
to  influence  the  votes  and  decisions  of 
said  Brooks,"  and  that  he  had  lied  to 


Congress  about  why  he  gave  the 
stock.  Brooks  was  found  guilty  of 
accepting  the  stock  as  a bribe  in 
exchange  for  his  votes.  Both  men  were 
only  officially  censured. 

The  disgrace  broke  Oakes  Ames’ 
heart.  He  exemplified  a 19th  century 
pattern  of  business  ethics,  probably 
never  accepting  that  it  was  dishon- 
est. His  spirit  and  his  health 
declined,  and  he  died  six  months 
later.  The  worst  villain  of  the  affair, 
Durant,  escaped  with  impunity 
because  he  was  no  longer  a member 
of  the  board. 

So  ended  the  saga.  Out  of  the 
plunder  and  corruption  by  some, 
along  with  the  honest  hard  work 
and  integrity  of  many  others, 
emerged  America’s  transcontinental 
railroad,  the  major  engineering 


achievement  of  the  century,  which 
made  possible  the  nation’s  great 
westward  expansion.  HD 

Sanford  J.  Mock  is  a retired  stock  bro- 
ker and  document  collector. 
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Henry  O.  Havemeyer,  president  of  the  Ameri- 
ca"  Sugar  Refining  Co.,  1903.  American  Sugar 
is  the  only  Dow  Dozen  survivor  that  is  now 
privately  held. 


just  a few  miles  up  the  Hudson  River 
from  the  Brooklyn  landmark.  In 
2002  ASR  announced  it  would  cease 
manufacture  in  Brooklyn  in  Febru- 
ary 2004,  but  would  retain  some 
packaging  operations,  and  the  sign. 
With  a capacity  of  950  million 
pounds  per  year,  the  beloved  Brook- 
lyn behemoth  next  to  the  Williams- 
burg Bridge  was  once  the  largest 
sugar  refinery  in  the  world. 

Local,  industrial,  and  historical 
groups  are  trying  to  preserve  the 
plant,  but  the  announcement  was  just 
part  of  an  inexorable  trend  that 
includes  the  offshore  acquisition  of 
Uniroyal  and  the  closing  of  the  Sloss 
Furnaces.  Today  the  DJIA  is  neither  an 
average  nor  is  it  industrial.  The  specu- 
lative bubble  that  ended  in  the  Crash 
of  1929  included  so  many  splits  and 
distributions  that  Dow  Jones  made  two 
important  changes.  The  number  of 


companies  was  expanded  from  20  to 
30,  and  a divisor  of  16.67  was  intro- 
duced. In  a true  arithmetic  mean  the 
divisor  is  the  number  of  elements.  But 
to  keep  the  quotient  consistent  back  to 
1896  the  DJIA  became  an  index.  In 
December  2003  the  divisor  was 
0.13500289. 

Of  the  current  30  names,  18  are 
retail,  service  or  technology  compa- 
nies. Perhaps  in  an  echo  of  the  original 
12,  only  a dozen  of  the  2003  names 
are  truly  heavy  basic  industry.  Their 
names  reek  of  turn-of-the-century 
enduring  industrialism:  3M,  Alcoa, 
Boeing,  Caterpillar,  DuPont,  Exxon- 
Mobil. And  General  Electric.  133 

Gregory  DL  Morris  is  an  independent 
journalist  and  a member  of  this  maga- 
zine’s editorial  board.  He  can  be 
reached  at  gdlm@strongpotions.com. 
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Gangs  of  America 
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Ted  Nace  has 
done  some 
incisive  and 
ingenious 
research  on 
the  origins  of 
corporations 
in  Western 
business,  law, 
and  politics. 
And  his  find- 
ings add  important  and  insightful 
understanding  of  these  “artificial  per- 
sons” and  their  role  in  today’s  economy 
— especially  in  the  recent  accounting 
and  stock  manipulation  scandals.  Too 
bad  that  he  spoils  what  could  have 
been  a widely  read  and  influential  book 
with  a heavy-handed  political  diatribe. 

The  core  of  Nace’s  research,  and  a 
true  model  for  enterprise  journalism,  is 
the  case  law  underpinning  corpora- 
tions’ status  as  artificial  persons.  In 
plain  tables  he  details  the  exact  cases 
which  created  the  corporation  of 
today.  Corporations  have  acquired  all 
of  the  Constitutional  rights  that  people 
have,  on  top  of  ones  humans  will  never 
enjoy,  such  as  limited  liability  and  per- 
petual existence. 


Ala  rmingly,  the  bedrock  case, 
Santa  Clara  v.  Southern  Pacific 
(1886),  was  ruled  on  a technicality, 
not  as  precedent.  But  that,  with  sev- 
eral other  narrowly  ruled  decisions, 
were  all  corporate  lawyers  and  pliant 
politicians  needed  to  turn,  in  Nace’s 
terms,  the  steel  bars  that  contained 
corporate  power  into  a suit  of  armor 
that  protected  it.  With  that  exoskele- 
ton, employees  and  executives  alike 
were  freed  from  individual  account- 
ability. From  there  toxic  dumping  at 
Love  Canal  and  Enron  cooking  the 
books  were  all  but  inevitable. 

If  Nace  had  made  his  point  with  a 
call  for  meaningful  regulation,  per- 
sonal responsibility,  and  active  share- 
holder involvement.  Gangs  could 
have  been  a seminal  work.  But  Nace 
is,  well,  a pinko.  The  telltale  termi- 
nology starts  to  crop  up  early.  On 
page  46  he  writes  that  in  1787  “cir- 
cumstances provided  the  opportunity 
to  abolish  the  corporation  entirely, 
[but]  that  is  not  what  the  elite  Ameri- 
can leadership  had  in  mind.”  On  page 
84  he  starts  referring  to  “property 
interests.”  But  not  until  page  199, 
after  the  standard  rant  about  compre- 
hensive health  care  and  the  growing 
gap  between  rich  and  poor,  does  Nace 
finally  come  clean:  “If  the  wealth  of 
the  country  were  divided  equally...” 
Thank  you,  Huey  Long. 


The  Number 

By  Alex  Berenson 

2003,  Random  House 

274  pages,  $ 24.93 

Reviewed  by  Gregory  DL  Morris 

This  is  a compelling,  enlightening, 
and  profoundly  unsettling  book.  For 
those  who  follow  finance  and  study 


history,  The  Number  presents  a brief 
and  bracing  review  of  the  speculations 
and  subornations  of  the  past,  and  then 
relates  in  exacting  and  excruciating 
detail  how  the  bubble  of  the  ’90s 
grew.  There  is  more  than  enough  sim- 
ple explanation  of  basic  concepts  and 
terminology  for  any  high-school  grad- 
uate to  follow  the  narrative.  Yet  the 
overall  tone  and  turn  of  phrase  is 


Nace’s  thesis  is  dead  on.  “Like  a 
myopic  Dr.  Frankenstein  the  [Supreme] 
Court  has  worked  piecemeal  and 
haphazardly...  until  the  result  was  a 
full-fledged  legal  superperson...  The 
process  was  not  driven  by  any  overar- 
ching theory — to  this  day  the  Court 
has  yet  to  sustain  any  consistent  ratio- 
nale to  support  its  creation  of  the  cor- 
porate bill  of  rights.”  But  his  obvious 
loathing  of  the  corporation  prevents  him 
from  advocating  the  most  obvious  and 
effective  control,  accountable  employ- 
ees and  active,  informed  shareholders. 

Tracing  corporations  to  the 
medieval  guilds,  Nace  has  compiled  a 
workable  business  history.  And  his 
legal  research  has  broken  important 
new  ground.  But  he  has  undermined 
the  effort  by  draping  the  book  in  the 
tedious  old  politics  of  resentment. 
Calling  the  late  1800s  a “critical 
period,”  Nace  laments,  “a  significant 
delay  in  the  push  by  corporations  to 
win  constitutional  rights  would  have 
allowed  corporate  opponents,  such  as 
the  California  and  southern  populists, 
the  socialists,  the  Grangers,  the 
Knights  of  Labor,  and  other  progres- 
sives and  social  reformers,  a chance  to 
regroup  and  resist  the  corporate  jug- 
gernaut.” In  short,  we  have  been  cruci- 
fied upon  a cross  of  gold.  Workers  of 
the  world  unite!  You  have  nothing  to 
lose  but  your  chains.  EO 


enough  to  engage  all  readers.  Indeed  it 
is  for  those  who  would  not  ordinarily 
read  about  financial  history  that  this 
work  is  most  important. 

The  rise  of  stock  options  and  the 
decline  of  quality  in  research  are  laid 
bare.  But  what  really  hurts  is  that  the 
disappearance  of  prudence  has  hap- 
pened again  and  again.  In  reflecting  on 
the  ’90s,  Berenson  cites  Benjamin  Gra- 
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ham  reflecting  on  the  'zos: 
“The  investment  process  con- 
sisted merely  of  finding  promi- 
nent companies  with  a rising 
trend  of  earnings,  and  then 
buying  the  shares  regardless  of 
price."  Will  we  ever  learn? 
Berenson  quotes  Graham  early 
and  often,  noting  that  Warren 
Buffett  is  a disciple.  Graham's 
1949  magnum  opus  The  Intelli- 
gent Investor  was  republished 
last  year  with  updates  and  com- 
mentary from  Museum  Trustee  and  Money  magazine 
columnist  Jason  Zweig. 

Berenson,  an  investigative  journalist  with  The  New  York 
Times , is  no  enemy  of  capitalism.  In  one  sentence  he  reaf- 
firms the  necessity  of  capital  markets  to  modern  society. 
"The  transition  to  an  industrial  economy  during  the  19th 
century  meant  that  businesses  could  no  longer  easily  finance 
themselves.”  Berenson’s  thesis,  then,  is  not  that  capitalism  is 
a bad  idea,  but  rather  it  is  a good  idea  poorly  executed.  His 
most  troubling  revelation  is  that  the  booms  and  busts  long 
thought  to  be  organic  are  not.  They  have  been  the  product 
of  willful  corruption,  greed,  criminality  and  arrogance. 

Berenson  rounds  up  all  the  usual  suspects,  especially  cor- 
porate executives  who  bought  legislation  and  fought  regula- 
tion, and  the  elected  or  appointed  officials  who  aided  and 
abetted  them.  But  there  is  much  more  blame  to  go  around. 
As  far  back  as  1931,  “accountants...  insisted  on  the  right  to 
exercise  independent  judgment,  but  they  also  refused  to  take 
responsibility  for  the  effects  of  their  decisions."  From  there  it 
was  not  far  down  the  slippery  slope  to  Knron  and  Andersen. 
Berenson  parodies:  “all  partners  in  favor  of  turning  down 
this  Sto-million  consulting  contract  because  it  might  create  a 
conflict  of  interest,  please  raise  your  hands. ..and  clean  out 
your  offices.  It's  been  nice  working  with  you.” 

Surprisingly,  Berenson  also  lays  the  last  phase  of  the  tech- 
stock  bubble  at  the  feet  of  Alan  Greenspan.  The  September 
• 998  collapse  of  Long  Term  C apital  Management  spooked 
markets.  I he  Federal  Reserve  arranged  sufficient  cash  to 
avert  a crisis,  but  “Instead  of  waiting  for  the  markets  to  set- 
de,  Greenspan  panicked.”  1 he  Fed  cut  interest  rates  twice, 
and  the  markets  were  off  to  the  races. 

Berenson  writes,  “By  the  end  of  1998,  investors  believed 
more  than  ever  that  they  could  buys  stocks  without  risk, 
that  Greenspan  would  never  let  markets  fall  for  too 
long. ..William  McChesney  Martin,  a former  chairman  of 
the  Federal  Reserve,  once  said  that  his  job  was  to  ‘take  away 
the  punchbowl  just  when  the  party  really  gets  going.’  In  the 
fall  of  1998,  Greenspan  had  the  perfect  opportunity  to  do 
just  that.  Instead  he  found  the  vodka  and  started  pouring.” 


TheNumber 


Alex  berenion 
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TRIVIA  QUIZ 

How  much  do  you  know 
about  financial  history ? 

By  Bob  Shabazian 

1.  The  New  York  Stock  Exchange  actually  left  the  W'all 
Street  area  once  in  its  long  history.  What  were  the 
circumstances? 

z.  What  was  the  longest  closure  of  the  New  York  Stock 
Exchange? 

3.  In  18-4,  Congress  passed  the  Resumption  Act.  What 
did  it  do? 

4.  W;hat  company  sold  600  cars  in  1901,  becoming  the 
first  American  company  to  produce  automobiles  in 
quantity? 

5.  What  company  controlled  90  percent  of  American 
oil  production  by  the  mid-i88os? 

6.  Which  two  major  retail  stores  opened  their  doors  in 
1886? 

7.  What  amendment  to  the  U.S.  Constitution  did  the 
stares  ratify  in  1913  to  legalize  the  income  tax? 

8.  What  did  the  Currency  Act  of  1900  do? 

9.  In  early  Z003,  the  NYSE  updated  a measure  it  had 
been  identified  with  for  nearly  four  decades.  The 
new  version  included  far  fewer  components  and  car- 
ried a value  about  10  times  larger  than  its  predeces- 
sor. What  is  this  barometer? 

10.  In  order  to  finance  the  Civil  War,  the  Union  govern- 
ment raised  money  via  loans,  the  printing  of  paper 
money  and  the  Internal  Revenue  Act.  What  did  the 
Internal  Revenue  Act  do? 
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world  and  planted  them  on  his  Lake- 
wood  estate.  That,  and  the  fact  that  the 
road  to  the  house  was  a long,  narrow 
twisting  one  that  ran  through  dense 
woods,  made  Rockefeller’s  Lakewood 
home  the  perfect  private  retreat.  It  was 
there  that  Rockefeller  fled  when  gov- 
ernment process  servers,  fueled  by  the 
fervor  of  the  Muckraking  Era,  continu- 
ally tried  to  serve  him.  Rockefeller 
trained  floodlights  on  people  approach- 
ing the  estate  at  night,  searched  deliv- 
ery wagons  thoroughly  for  hidden 
agents  of  the  law,  and  lived  a comfort- 
able, if  somewhat  restricted,  life. 

Later,  when  public  antagonism 
toward  him  had  cooled,  Rockefeller 
faithfully  attended  Lakewood’s  Bap- 
tist Church.  There  he  would  confer 
with  the  minister  as  to  who  in  town 
was  in  charitable  need,  and  quietly 
help  them.  He  frequently  practiced  his 
famous  custom  of  handing  out  dimes 
on  the  streets  of  Lakewood. 


Rockefeller,  Gould,  opulent  hotels, 
a healthy  climate...  Lakewood  seemed 
to  have  it  all. 

Cl)cclitw  of  a y^csorf 

There  wasn’t  one  single  event  that 
ended  Lakewood’s  days  as  a haven  for 
the  wealthy.  Rather,  it  was  just  a case 
of  time  catching  up  with  the  town. 

Perhaps  the  first  indication  of 
Lakewood’s  demise  came  in  March 
1908.  That  month,  Grover  Cleveland, 
sick  and  dying,  came  to  Lakewood 
one  final  time.  The  Lakewood  Hotel 
remained  open  past  its  usual  closing 
date  just  for  him,  and  Cleveland  rat- 
tled around  in  the  nearly-deserted 
hotel  until  the  end  of  May,  recalling 
happier  days.  He  died  in  Princeton  on 
June  24. 

The  world  was  changing  beyond 
Lakewood’s  manicured  walks.  The 
automobile  made  everything  more 
accessible,  and  suddenly  it  was  no 


advantage  to  be  just  50  miles  from 
New  York.  The  wealthy  discovered 
new  places  to  play.  One  by  one,  the 
grand  hotels  and  fashionable  cottages 
were  boarded  up. 

Edith  Gould  died  on  the  golf  course 
in  Lakewood  in  November  1921. 
George  remarried,  but  two  years  later, 
after  he  and  his  new  bride  had  visited 
King  Tut’s  tomb  in  Egypt,  he  died 
while  still  abroad.  Newspapers  pro- 
claimed him  a victim  of  “King  Tut’s 
curse.”  In  1931,  at  the  depths  of  the 
Depression,  the  last  owners  of  the 
Laurel  House  failed,  and  the  hotel  was 
torn  down. 

Georgian  Court  was  sold  to  the  Sis- 
ters of  Mercy,  who  were  running  a 
college  in  northern  New  Jersey  and 
rapidly  running  out  of  room.  The  sis- 
ters got  the  lavish  estate  for  $40,000. 

Almost  alone,  Rockefeller  contin- 
ued to  live  at  Lakewood,  as  if  trying 
to  defy  the  realities  of  the  changing 

continued  on  page  3 7 


FOR  SALE!!! 

The  world’s  oldest  stock! 
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Compagnie  des  bides  Orientates, 
unique  founders  share- 1665. 

Established  by  the  Sun  King  of  Versailles, 
Louis  XIV  of  France. 


34th  PUBLIC  AUCTION  OF  HISTORIC  STOCKS  & BONDS  in  ANTWERP  (Belgium) 

+ Europe’s  BIGGEST  SCRIPOPHILY  SHOW  — March  20th  & 21th,  2004 

Highlights  include  autographs  of  Rockefeller,  Siemens,  Oppenheimer,  Kruger,  Rotschild,... 
Some  250  top  US  stocks,  over  50  18th  century  certificates,  rare  & decorative  pieces 
from  102  countries,... 

Free  catalogue:  Mario  Boone,  Kouter  126,  B-9800  Deinze,  Belgium  Tel:  0032-9.386.90.91, 
Fax:  0032-9.386.97.66 

WWW.BOONESHARES.COM 
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Events  Calendar 


WINTER/SPRING  2004 


MARCH 

Lunchtime  talk  and  book  signing  with  renowned  author  David  Liss  on  A Spectacle  of  Corruption, 
sequel  to  A Conspiracy  of  Paper.  Wall  Street  Rising  Downtown  Information  Center,  25  Broad  Street, 
NYC,  12:00  noon.  212-908-4695.  Free. 

APRIL 

Author  lecture  and  book  signing  with  New  York  Times  reporter  Alex  Berenson  on  The  Number: 
How  the  Drive  for  Quarterly  Earnings  Corrupted  Wall  Street  and  Corporate  America.  NYU  Stern 
School  of  Business,  Gardner  Commons  Room,  44  West  4th  Street,  NYC,  6:30  pm.  Call  212-908- 
4695  for  reservations.  Free. 

"Self-Regulation  and  the  Exchanges”  panel  co-sponsored  by  the  Museum  of  American  Financial 
History,  the  National  Council  of  Economic  Education,  and  the  SEC  Historical  Society.  The 
McGraw-Hill  Companies,  1221  Avenue  of  the  Americas,  NYC,  4-5:30  pm  followed  by  reception. 
Call  212-908-4695  for  reservations.  Free. 

Author  lecture  and  book  signing  with  James  Macdonald  on  A Free  Nation  Deep  in  Debt.  NYU 
Stern  School  of  Business,  Gardner  Commons  Room,  44  West  4th  Street,  NYC,  6:30  pm.  Call 
212-908-4695  for  reservations.  Free. 

MAY 

"Celebrate  History  & Heritage  Downtown:  New  York  Starts  Here,”  a day  for  families  to  experience 
the  offerings  of  the  14  museums  of  Lower  Manhattan.  World  Financial  Center  Winter  Garden, 

11  am-4  pm.  Call  212-908-4695  for  information.  Free. 

Author  lecture  and  book  signing  with  Ron  Chernow  on  Alexander  Hamilton.  NYU  Stern  School  of 
Business,  Gardner  Commons  Room,  44  West  4th  Street,  NYC,  6:30  pm.  Call  212-908-4695  for 
reservations.  Free. 

“Do  It  Yourself”  and  "Pan  Am  and  the  Golden  Age  of  Air  Travel”  exhibits  close. 

JUNE 

"Coming  Up  on  the  Season:  Migrant  Farmworkers  in  the  Northeast”  exhibit  opens  to  the  public, 
Museum  gallery,  28  Broadway,  NYC.  Call  212-908-4110  for  information. 

"Coming  Up  on  the  Season”  opening  reception,  Museum  gallery,  28  Broadway,  NYC,  5-7  pm. 

Call  212-908-4695  for  information.  Free. 
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outside  world  even  as  he  defied  the 
realities  of  mortality  and  lived  well 
into  his  90s.  But  a few  years  after  his 
death  in  1937,  his  beloved  Lakewood 
estate  was  given  to  Ocean  County, 
which  established  Ocean  County  Park 


on  the  sprawling  site.  In  the  1960s  the 
great  old  house,  surrounded  by  a tall, 
rusting  iron  fence  and  literally  falling 
to  pieces,  was  torn  down. 

All  that  is  left  of  this  remarkable 
era  today  are  the  memories.  OD 


Russell  Roberts  is  a full-time  free- 
lance writer  whose  work  has 
appeared  in  more  than  1^0  national 
and  regional  publications.  He  is  the 
author  of  seven  non-fiction  hooks  and 
resides  in  New  Jersey. 
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AMERICAN  FINANCIAL  HISTORY 

STOCKS,  BONDS  AND  FINANCIAL  DOCUMENTS 
HIGHLIGHTING  THE  HISTORY 
OF  GOVERNMENT  FINANCE, 

WALL  STREET  AND  AMERICAN  ENTERPRISE. 

WE  ARE  ONE  OF  AMERICA  S LEADING  DEALERS 
SPECIALIZING  IN  BETTER  QUALITY 
FINANCIAL  INSTRUMENTS, 

LETTERS,  DOCUMENTS  AND  AUTOGRAPHS 
RELATED  TO  AMERICA  S FINANCIAL  HISTORY. 


FOR  A COPY  OF  OUR  NEXT  CA  TALOG 
PLEASE  CALL  US  TOLL  FREE  IN  USA  (800)  225-6233 


Scott  J.  Winslow  Associates 
Post  Office  Box  10240 
Bedford,  New  Hampshire  03110 


Ken  Prag  Paper  Americana 

Stocks  & Bonds  • Post  Cards  • Passes  • Timetables  • Etc. 
Catalog  plus  3 beautiful  stocks  $8.95 

Also  buy! 

Ken  Prag,  Box  14817, 

San  Francisco,  CA  941 14 

Tel.  (415)  586-9386  • kprag@planeteria.net 


RAILS  REMEMBERED 

ANTIQUE  STOCKS  AND  BOND  CERTIFICATES 
POST  OFFICE  BOX  464 
ROSEMEAD,  CALIFORNIA  91770 
PHONE  (626)  572-0419  EVES 

SEND  TODAY  FOR  LISTING 


Robert  O.  Greenawalt 

CURATOR  AND  COLLECTOR 


4-4-0  American  Type 
steam  loco 


SERVING-  HISTORICALLY-MINDED  FANS  OF  FINANCIAL  RAILROADIANA 
- SELL-  BUY  - TRADE  (I  HAVE  HIGH  LEVEL  SWAPUM) 


Herzog  Hollender  Phillips  & Co. 

P.O.  Box  14376,  London  NW6  12D,  England 

Keith  Hollender,  Author  of  “Scripophily” 

Tel/  Fax  (OsO)  7433-3577 

hollender@dial.pipex.com 
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GRAPHIC  AND  HISTORIC 
PA  PER  AMERI  CANA : 
ANTIQUE  STOCKS 
AND  BONDS 


P.O.  BOX  155  • ROSELLE  PARK,  NJ  07204  • 908-241-4209 


Toll  Free: 

800  717-9529 
Or  Call: 

603  882-2411 

Fax: 

603  882-4797 

E-mail: 

collect@glabarre.com 

Web  Site: 

www.glabarre.com 


GEORGE  H. 


LaBAI^E 

GALLERIES 

LNC. 

P.O.  Box  746  Hollis,  N.H.  03049 


Buying  and  Selling 
Stocks  and  Bonds,  Paper  Money 
Important  Autographs  and  Quality 
Collectibles  of  all  kinds. 


The  Largest  Collectible  Stock  and  Bond  Inventory  in  the  World 


Fantastic  New  American  Rarities  Web  Page 

http://community.webshots.com/user/jaygouldlOO 

Hundreds  of  the  Best  are  there -or  will  be  added  soon!! 
Railroads, Mining,  Telegraph-Telephone,  Autos,  Oils,  Letters  — 
Jay  Gould,  Vanderbilts,  George  Washington,  etc. 

This  is  a permanent  address  Check  it  out  every  month  for  inexpensive 
items  as  well  as  the  very  rarest  and  best!!! 

Also  Auctions  for  the  BEST  Rarities.  Save  this  AD  and  Web  address! 
Also  Buying  Nice  and  Unusual  Pieces!! 

David  M.  Beach 

antiquestocks@cfl.rr.com. 

P.O.  Box  471356 
Lake  Monroe,  Florida  32747 

407-688-7403.  Visit  Us  in  ORLANDO  by  DISNE'i  WORLD 


Financial  History  ~ Winter  2004 


38 


WWW.FINANCIALHISTORY.ORG 


INTERNATIONAL  BOND  & SHARE  SOCIETY  =j 

Founded  1978  for  the  encouragement  of  Scripophily 


The  Directory  Scripophily 

A Membership  A quarterly 

magazine  with 
40+  illustrated 


and  Dealer 
directory,  with 
full  listings  tor 
the  U.S.A., 

U.K.,  Germany 
and  40  other 
countries. 
Published 

annually 


pages  of  U.S., 
European  & 
world  news, 
research, 

auctions, 

and  a diary  ot 
coming  events. 


Meetings 

London,  England  • Strasburg,  Pennsylvania 
Memphis,  Tennessee  • Toronto,  Canada 
Johannesburg,  South  Africa 


FOR  INFORMATION 


U.S.A. 

Richard  T.  Gregg 
1 5 Dyatt  Place 
Hackensack,  N)  07601-6004 
Tel:  (+1)  201  489  2440 
Fax:  (+1)  201  592  0282 
President@scripoph  i ly.org 

REST  OF  THE  WORLD 

Peter  Duppa-Miller 

Beechcroft 

Combe  Hay 

Bath  BA2  7EG,  UK 

Tel:  (+44)/(0)  1225  837271 

Fax:  (+44)/(0)  1225  840583 

Chairman@scripophily.org 

www.scripophily.org 


REACH  YOUR  MARKET 

Advertise  in  Financial  History  magazine 

The  Museum’s  membership  magazine, 
Financial  History,  has  become  a respected 
source  for  the  history  of  business,  commerce 
and  the  capital  markets.  It  reaches  a diverse 
audience  of  finance  professionals,  collectors 
ot  historical  financial  documents  and  memorabilia, 
universities  and  libraries,  and  thousands  of 
investors  throughout  the  United  States  and  abroad. 
It  is  also  distributed  at  more  than 
io  major  conferences  and  auctions  each  year. 

For  more  information  on  advertising 
in  Financial  History,  or  to  place  an  ad 
in  the  Spring  issue,  please  e-mail 
Kristin  Aguilera  at  kaguilera@financialhistory.org 
or  call  212-908-4695. 


Take  advantage  of  your  Museum  membership 
at  the  Museum  Shop.  Members  receive  a 10%  discount 
on  ail  purchases  at  28  Broadway,  or  online  at 
financialhistory.org.  Featured  in  Travel  & Leisure, 
the  Shop  offers  a wide  variety  of  financial  prints, 
books,  clothing,  jewelry,  and  souvenirs. 
Corporate  gifts  are  also  available. 


For  more  information,  or  to  place  an  order, 
call  the  Museum  Shop  at  212-908-4613 


WWW.  FI  NAN  CIAl.HlSTORY.ORG 
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MUSEUM  of  AMERICAN 
FINANCIAL  HISTORY 

In  association  with  the  Smithsonian  Institution 


The  Museum  of  American  Financial  History, 
an  affiliate  of  the  Smithsonian  Institution, 
is  the  only  independent  public  museum  dedicated 
to  capitalism,  entrepreneurship,  and  free  enterprise. 
It  celebrates  and  teaches  the  power  of  a democratic 
free  market  economy  to  better  the  financial  lives  of 
individuals,  companies,  and  nations. 

The  Museum  is  located  at 
28  Broadway,  New  York  City. 

Hours:  10:00  a.m.  until  4:00  p.m. 
Tuesday-Saturday.  Donation  $2.00. 

For  further  information, 

please  contact  the  Museum  at  212-908-4110 
or  visit  our  website,  financialhistory.org 


IT’S  YOUR  BUSINESS. 

Join  the  Museum’s 

Annual  Corporate  Membership  Program 

and  put  your  company’s  support  behind  the 
Museum’s  work  to  teach  financial  empowerment 
using  the  lessons  of  financial  history 

Corporate  memberships  begin  at  $i,ooo 

AND  INCLUDE  THE  FOLLOWING  BENEFITS: 

• Free  admission  for  employees  and  their  guests 

• Acknowledgment  in  the  gallery,  on  the  Museum’s 
website,  and  in  Financial  History  magazine 

• Invitations  to  Museum  openings  and  events 

• One  individual  Financial  History/Smithsonian 
Affiliate  Membership 

For  information,  please  call  212-908-4519 


Become  a Smithsonian  Affiliate  Member 


The  Museum  of  American  Financial  History,  an  Affiliate  of  the  Smithsonian  Institution,  rewards  its  members  at  contributing  levels 
with  all  the  benefits  of  regular  Museum  membership,  plus  the  benefits  of  membership  in  the  Smithsonian. 


Smithsonian  Benefits 

• 12  issues  of  Smithsonian  magazine 

• 10%  discounts  on  shopping  and  dining  hen  you  visit  the  Smithsonian 
and  on  all  purchases  from  SmithsonianStore.com 

• 20%  discount  on  publications  from  Smithsonian  Books 

• Affiliate  membership  card 

• Exclusive  international  and  domestic  travel  programs  and  study  tour 
opportunities  from  Smithsonian  Journies 

• Access  to  a special,  members-only  website  at 
http://affiliations.si.edu/members 

• Free  admission  to  the  Cooper-Hewitt  National  Design  Museum  in  New  York 

Financial  History  Benefits 

• 4 issues  of  Financial  History  magazine 

• 10%  discount  in  Museum  Shop 

• Free  admission  for  you  and  your  guests  to  the  gallery 

• Membership  card 

• Advance  notice  of  Museum  events 

• Invitations  to  exhibit  openings 

• Borrowing  privileges  from  the  Museum  Library 


To  become  a Smithsonian  Affiliate  Member,  please  send  a check  for  $ryo  payable  to  Museum  of  American  Financial  Histoiy, 
Membership  Department,  26  Broadway,  Room  947,  New  York,  NY  10004.  All  but  S44  of  your  contribution  is  tax-deductible. 
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Our  Outstanding  Team  of  Experts  Can  Help  You 

Get  the  Most  for  Your  Collection 


You’ve  spent  years  putting  together  an  outstanding  collection,  and  now 
you  are  ready  to  sell.  Will  the  people  who  handle  the  disposition  of  your 
collection  know  as  much  about  it  as  you  do?  They  will  at  Smythe! 


E 


S'' 


Autographs;  Manuscripts;  Photographs; 


International  Stocks  and  Bonds. 

4L  <1 


DIANA  HERZOG  President,  R.M.  Smythe  & Co., 
Inc.  BA.  University  of  London;  MA,  New  York  University  — 
- {jinx;  Institute  of  Fine  Arts.  Fortner  Necret.tr \ , Bond  and  Share 
{HUM  Society;  Past  President.  Manuscript  Society;  Editorial  Board. 
Financial  History-  Board  Member;  PAISA. 


’ Competitive  commission  rates 
’ Expert  staff  of  numismatic  specialists 
’ Flexible  terms 
' Record  breaking  prices 


' Cash  advances  available 
' Thoroughly  researched 
and  beautifully  illustrated 
catalogues 


U.S.  Federal  & National  Currency; 
U.S.  Fractional  Currency;  Small  Size 
U.S.  Currency;  U.S.  MPC. 

MARTIN  GENGERKE  Author  of  U.S.  Paper  Monty 
Records  and  American  Numismatic  Auctions  as  well  as  numerous 
articles  in  Paper  Money  Magazine,  the  Essay  Proof  Journal  think  Note  Reporter 
and  Financial  History.  Winner  of  the  only  award  bestowed  by  the  Numismatic 
Literary  Guild  tor  excellence  in  cataloging,  and  the  l1)1)1)  President’s  Mesial 
from  the  American  Numismatic  Association.  Member:  ANA.  NPMC 


Small  Size  U.S.  Currency;  Canadian 
Banknote  Issues;  U.S.  Coins. 

Scott  Lindquist  BA.  Minot  State  University. 
Business  Administration/Management.  Contributor  to  the 
Standard  (luide  to  Small  Size  U.S.  Paper  Money  & U.S.  Paper 
Money  Records.  Professional  Numismatist  and  sole  proprietor 
of  I he  ( .oin  ( eilar  tor  1 6 years.  1 .ife  Member;  ANA.  ( SNS.  Member: 
PCDA,  FCCB.  NPMC. 


Auction  Calendar 

February  6-7th,  2004:  Stocks  and  Bonds  — Strasburg.  PA 
March  I Nth,  2004:  Coins.  Paper  Money  — New  York  City 
April  29th,  2004:  Autographs  — New  York  City 
July  2-lth.  2004:  Coins,  Paper  Money,  Stocks  & Bonds — New  York  City 
October  2I-22nd,  2004:  Strasburg  Currency  and 
Stock  and  Bond  Auction  — Strasburg.  PA 


Why  do  so  many  collectors  and  major 
dealers  consign  to  Smythe  s Auctions? 


Antique  Stocks  and  Bonds; 

U.S.  Coins;  Paper  Money. 

Stephen  Goldsmith  Executive  Vice  President. 

R.M.  Smythe  & Co.,  Inc.  BA.  Brooklyn  College. 
Contributor  to  Paper  Money  of  the  United  States.  Collecting 
U.S.  Obsolete  Currency,  Financial  History,  and  Smart  Money. 
Fduor.  An  Illustrated  Catalogue  of  Early  North  American  Advertising  Notes;  Past 
President  and  Board  Member.  Professional  Currency  Dealers  Association. 
Member:  PCDA,  ANA.  SPMC.  IBSS.  New  England  Appraisers  Association. 


U.S.  Coins  and  Medab. 

JAY  ERLICHMAN  Contributor  to  A Guide  Booh  of 
U.S.  Coins  and  A Guide  Booh  of  British  Coins.  Assembled  and 
managed  investment  portfolios  of  U.S.  coins.  Employed  by  the 
Federal  Trade  Commission  as  an  expert  witness  on  consumer 
fraud.  Member:  ANA,  PCGS,  NGC. 


Ancient  Coins  and  Medals. 

Thomas  Tesoriero  Professional  Numismatist 

■ for  38  years  in  New  York.  Ancient  Greek  and  Roman  coins, 

a/L  medieval,  world  gold  and  silver,  paper  money,  long  time 

I Mp  mcnilvi  111  ill!  New  Yuk  XtimiMiuiK  NmiIi.  itnobed 

I A ■ with  the  Membership  Committee.  Member:  ANA, 

ANS.  AINA,  FRNS. 


in 


We  buy  sell,  and  auction  the  very  best  in  Antique  Stocks  and  Bonds, 
Autographs,  Banknotes,  Coins,  Historic  Americana,  and  Vintage  Photography 

2 Rector  Street,  12th  Floor,  New  York.  NY  10006-1844 
tel:  2 1 2-943- 1 880  toll  free:  800-622- 1 880  lax:  2 1 2-3 1 2-6370 

email:  info@smytheonline.com 
website:  smytheonline.com 


- - ‘ V,  ...l.  , .1.1 I. 


Stephen  Goldsmith 
Sum  I inJquist 


The  Museum  is  pleased  to  offer  talks  and  book  signings  with  the  authors 
of  the  following  books  relating  to  the  history  of  business  and  finance. 


Tuesday,  March  30,  12:00  noon 
Downtown  Information  Center 
25  Broad  Street,  NYC 


The  Number* 

Alex  Berenson 


* How  the  Drive  for  Quarterly  Earnings 
Corrupted  Wall  Street  and  Corporate  America 


Thursday,  April  1,  6:30  pm 
NYU  Stern  School  of  Business 
44  West  4th  Street,  NYC 


James  Macdonald 


THE  FINANCIAL 
ROOTS  OF  DEMOCRACY 


a free  nation 
deep  in 


Thursday,  April  29,  6:30  pm 
NYU  Stern  School  of  Business 
44  West  4th  Street,  NYC 


RON  CHERNOW 


TITAN  .»/  I H r.  HOUSF.  OF  MORGAN 


Tuesday,  May  25,  6:30  pm 
NYU  Stern  School  of  Business 
44  West  4th  Street,  NYC 


For  more  information,  or  to  R.S.V.P.  to  these  events, 
please  call  212-908-4695  or  e-mail  info@financialhistory.org. 


MUSEUM  of  AMERICAN  28  Broadway,  New  York,  NY  10004 
FINANCIAL  HISTORY  mww.fmancialhistoiy.org 


In  association  with  the  Smithsonian  Institution 


